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GENERATION * (Net) 
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AVERAGE CUSTOMER DATA—For 12 months ended 
March 3i1st 
Kilowatthours per Customer 
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(*) By Courtesy of the Federal Power Commission. 
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EAVING a strong impression that 
the electric industry is more de- 


termined than ever to protect the 
conomic system under which it and the 
ation have made such unparalleled prog- 
ess, twenty-four distinguished business 
nd professional leaders presented their 
ews on a variety of economic, financial, 
nd operating subjects at the Institute’s 
‘tremely well-attended 17th Annual 
onvention, held in Atlantic City, N. J., 
rom May 31st to June 2nd. 

The Convention, which set a new high 
or the vigor of opinions expressed and 
or the forthrightness with which the 
ndustry’s problems were approached, 
was also marked by one of the largest 
attendances in EEI history, with over 
the industry 










2,700 representatives of 
present. 


Dynamic, Progressive Industry Cited 


The essentially dynamic and progres- 
sive qualities of the electric industry 
were brought out time and again, in the 
discussions of such vital general topics as 
socialism vs. free enterprise, changing 
economic conditions, and public and em- 
ployee relations, as well as in the treat- 
ment of specific areas of operation, such 
as engineering, rates, financing, and sales. 
Ten of the addresses appear in this issue 
of the BULLETIN; the remainder will be 
carried in the succeeding issue. 

Elmer L. Liridseth, president of The 
Cleveland Electric Illuminating Com- 
pany, Cleveland, Ohio, was elected Pres- 
ident of the Institute at the Convention, 
succeeding Ernest R. Acker, president of 





Vigorous, Forthright Speeches Win Industry 
Acclaim at 17th Annual EEI Convention 


Elmer L. 


Lindseth Becomes Institute President; 


Central Hudson Gas and Electric Cor- 
poration, Poughkeepsie, New York. 

After having been presented to the 
delegates as the Institute’s new President 
on Thursday morning, Mr. Lindseth led 
a rising vote of thanks to Mr. Acker for 
the excellent and untiring leadership he 
provided during his term of office. 

The Institute’s new Vice President, 
also elected at the annual meeting, is 
L. V. Sutton, president of Carolina 
Power and Light Company, Raleigh, 
N. C. In elections to the Board of Di- 
rectors, fourteen electric company execu- 
tives were chosen, their terms to expire 





OFFICERS OF EEI 
1949-1950 
E. L. Linpsetn, President 
The Cleveland Electric 
Illuminating Company 
Cleveland, Ohio 
L. V. Sutton, Vice President 
Carolina Power and Light 
Company 
Raleigh, North Carolina 
H. S. BENNION, Vice President 
and Managing Director 
420 Lexington Avenue 
New York 17, N. Y. 

K. B. Crums, Treasurer 
American Gas and Electric 
Service Corporation 
New York, N. Y. 
Mae B. Woops, Secretary 
420 Lexington Avenue 
New York 17, N. Y. 
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V. Sutton Elected Vice President 


in 1952. L. M. Klauber, chairman of 
the board of San Diego Gas and Electric 
Company, San Diego, Calif., was elected 
to serve as a Director for one year, re- 
placing Hance H. Cleland, retired board 
chairman of San Diego Gas and Elec- 
tric, whose term as Institute Director 
was to expire in 1950. 

Beginning on Tuesday afternoon with 
the first general session, the Convention’s 
business was accomplished in three gen- 
eral sessions and four parallel sessions, 
the latter covering specific problems of 
engineering, rates, accounting, and com- 
mercial activities. In addition, the Board 
of Directors held a luncheon meeting at 
noontime on Wednesday. 


Coffin Medal Awarded 


On Thursday night, at the Institute’s 
buffet supper climaxing the Convention 
activities, formal presentation of the 
Charles A. Coffin Award for 1948 was 
made to Union Electric Company of 
Missouri, St. Louis, Mo. Honorable 
Mention certificates were awarded to 
The Detroit Edison Company, Detroit, 
Mich.; The Cincinnati Gas and Electric 
Company, Cincinnati, Ohio; and South- 
ern California Edison Company, Los An- 
geles, Calif. Full details of the presen- 
tation ceremonies are carried elsewhere 
in this issue of the BULLETIN. 

In closing the third general session on 
Thursday morning, Mr. Acker made a 
brief speech of appreciation on behalf of 
the delegates and himself to those who 
had contributed to the success of the Con- 
vention. He singled out for particular 
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EEI’s NEW PRESIDENT 


ITH a record of progress from junior boiler tester to the top post 

in one of the country’s largest operating companies in a space of 19 

years, the youngest man ever selected for the honor and the labor of 
heading the Edison Electric Institute characteristically gives major credit for 
his rise to the opportunity available under America’s capitalistic system. 

Elmer Lincoln Lindseth, who succeeds retiring President Ernest R. Acker, 
was born in Chicago on February 12, 1902. His parents came to the United 
States from Sweden shortly before the turn of the century, his father being a 
blacksmith who later became a foreman with the New York Central System 
in Cleveland. 

Mr. Lindseth began to take advantage of capitalism’s opportunities when he 
was graduated from a Cleveland high school at 16. He earned a scholarship to 
Case Institute of Technology and commenced his study of engineering. After 
two years he transferred to Miami University of Oxford, O., on another 
scholarship, and was graduated in 1923 with a Bachelor of Arts degree. 

He then returned to Case Institute on a fellowship and took a Bachelor of 
Science degree in 1925, after compiling the highest scholastic record in his 
class. He spent the next year at Yale University, on a teaching fellowship, and 
earned a Master of Science degree. 

Mr. Lindseth’s first association with the company he was later to head came 
in 1924, when he worked as a boiler test helper during his summer vacation. 
He was a junior tester when he joined the company in 1926. 

While at Yale he received a “break” which proved important in his later 
career. He assisted Walter Wohlenberg, now dean of engineering at Yale, in 
the preparation of a highly technical paper on boiler radiation. Mr. Wohlen- 
berg presented the paper at a meeting of the American Society of Mechanical 
Engineers, but he permitted Mr. Lindseth to answer questions from the audi- 
ence. Among the listeners was the chief power plant engineer of The Cleveland 
Electric Illuminating Company where Mr. Lindseth was already working. 

Within a year, Mr. Lindseth was promoted to production engineer, a job 
in which he remained for ten years, charged with devising methods and ma- 
chinery for improving power plant operation. During this period, electric com- 
panies around the country achieved notable advances in operating procedures, 
including loading of turbines for maximum effectiveness and economy. At The 
Cleveland Electric Illuminating Company, Mr. Lindseth figured prominently 
in this work. 

In 1937 his advancement accelerated. That year he was appointed assistant 
to the executive engineer. Thereafter he received promotions to technical as- 
sistant to the president in 1939, to assistant to the president in 1941, to vice 
president in charge of sales in 1942, and to executive vice president in 1945. 
Within a few months after he took the latter post, the president died and Mr. 
Lindseth was elected to the top spot. 

Mr. Lindseth strongly believes in community-building by electric companies. 
He sees that his company, as an organization, gives its full share of leadership 
and support in civic service and welfare work, and he encourages all employees 
to do their individual parts in advancing the common welfare. 

Mr. Lindseth himself is a leader in an imposing list of organizations with 
national and local importance. He is a trustee of the Committee for Economic 
Development, the Cleveland Community Fund, Case Institute of Technology, 
the Cleveland YMCA and YWCA, and the Cleveland Hospital Fund. He is 
a past president and a director of the Cleveland Chamber of Commerce. He 
also holds directorships with the American Management Association and the 
National City Bank of Cleveland, and is a member of the executive committee 
of the Association of Edison Illuminating Companies. He is an active member 
of the Cleveland Council, Boy Scouts of America, the American Society of Me- 
chanical Enginéers, Phi Beta Kappa, Beta Theta Pi, Tau Beta Pi and Sigma 
Xi. 

In 1946, Mr. Lindseth was awarded an honorary degree of Doctor of En- 
gineering by Case. 
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thanks the Convention Program Com- 
mittee, composed of its Chairman, Wal- 
ter C. Beckjord, The Cincinnati Gas 
and Electric Company; C. E. Kohlhepp, 
Wisconsin Public Service Corporation ; 
and McGregor Smith, Florida Power 
and Light Company. 

Tribute was also paid to B. L. Eng- 
land, president of Atlantic City Electric 
Company, as well as to the members of 
his organization, for their invaluable aid 
in the role of hosts at the Convention. 
Others whose efforts were deeply appre- 
ciated included the Electrical World 
staff members who produced the Conven- 
tion’s daily newspaper. 

For their fine contributions to the en- 
tertainment program, Mr. Acker thanked 
the Westinghouse Electric Corporation, 
General Electric Company, Frigidaire 
Division of General Motors, and Public 
Service Electric and Gas Company. 

Besides the Institute’s buffet, which 
featured a stage show and dancing, recre- 
ational attractions at the Convention in- 
cluded Westinghouse Electric Corpora- 
tion’s cocktail party on Tuesday evening, 
and General Electric Company’s cock- 
tail party on Wednesday evening. 


FIRST GENERAL SESSION 


In the Convention’s opening address 
at the first general session on Tuesday 
afternoon, May 31, President Acker took 
a strong stand against the increasing ac- 
tivities of the government in the genera- 
tion and distribution of electric power, 
stating that “complete nationalization of 
the power industry is a fundamental pre- 
cept of socialistic planners.” 

In refuting charges of proponents of 
government power, Mr. Acker said that 
the customers of the private electric com- 
panies fared better as a whole than those 
users dependent for their service on gov- 
ernmental sources. He pointed to the 
companies’ $9 billion expansion program 
as giving “striking proof of the leader- 
ship, vision, engineering ability and finan- 
cial strength of the electric utility com- 
panies.” 

Mr. Acker asserted that “no section 
of the country, except possibly the Pacific 
Northwest, will be handicapped by a 
lack of capacity during the coming win- 
ter. In most areas,” he said, “normal re- 
serve margins will be restored by the end 
of this year rather than at the end of 
1951 as originally scheduled.” 

Reviewing rate developments and their 
effect on the industry’s expansion, Mr. 
Acker said that regulatory commissions 
were giving increased recognition to the 
fact that adequate earnings are essential 
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W. C. Beckjorp 
President, The Cincinnati 
Gas & Electric Co. 





H. C. CUMMINS 
First Vice President, North- 
ern States Power Co. 





C. E. KoHLHEPP 
President, Wisconsin Public 
Service Corp. 





A: TE Nw 


President, Buffalo Niagara 


Electric Corp. 
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Newly Elected Members of 
the EEI Board of Directors 


(Terms Expiring in 1952) 


i addition to those members of the 
EEI Board of Directors who appear en 
this page, Mr. L. M. Klauber, Chairman of 
the Board of the San Diego Gas and Electric 
Company, San Diego, Calif., has been elected 
to fill the unexpired term of Hance H. Cle- 
land, retired Chairman of the Board of San 
Diego Gas and Electric Company. 


C. B. DELAFIELD 
Asst. to President, Consoli- 


dated Edison Co. of N.Y., Inc. Electric Co. 


P. H. McCance 


President, Duquesne Light 


HaroLp TURNER 


Vice Ohio President, Wisconsin 


Power Co. 


President, The 
Power Co. 





W.G. B. EULER 


Vice President, Pacific Gas & 





R. E. Moopy 
Exec. Vice President, Union 
Co, Electric Co. of Missouri. 


se poe 





G. W. Van DERZEE 


Electric 
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H. B. Bryans 
President, Philadelphia Elec- 
tric Company 


F. C. KELLocG 
President, Pioneer Service & 
Engineering Co. 


IRWIN L. Moore 
President, New England 
Electric System 


FrRaNK M. WILKES 
President, Southwestern Gas 


& Electric Co. 
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to the attraction of new capital to finance 
expansion of the industry. In many in- 
stances, he said, the commissions have 
“sranted rate increases based on addi- 
tional earnings necessary to cover the 
capital requirements of the business 
rather than on a theoretical return based 
on a hypothetical rate base.” 

Speaking next, the Hon. Edmond NI. 
Hanrahan, chairman of the Securities 
and Exchange Commission, Washington, 
D. C., told the delegates that within 
the past ten years, operating electric util- 
ity companies “have become almost in- 
credibly stronger and healthier.’”’ He 
attributed this development partly to the 
heavy demand for electricity during the 
last decade, and said that “a great deal 
of this financial improvement can be 
ascribed to the salutary effects of the 
Holding Company Act.” 

More than half of the integration and 
simplification of financial structures of 
utilities as required by Section 11 of the 
Act has been completed, Commissioner 
Hanrahan said. Investors in holding 
company securities “have come out of the 
reorganization process with far better 
securities than those with which they 
went into it,” he asserted. “They have 
obtained securities which represent a 
down-to-the-rails investment in local op- 
erating companies or regulated regional 
holding companies in substitution for 
highly-leveraged and speculative hold- 
ing company securities. 

“Generally speaking,” said the Com- 
missioner, “the industry is to be com- 
mended for the soundness of financial 
structure which it has maintained.” 

McGraw Scores Socialist Policies 

In an attack on government encroach- 
ment on American business, James H. 
McGraw, Jr., president and chairman of 
the board of the McGraw-Hill Publish- 
ing Company, New York, N. Y., warned 
that “industry can lose only once,” and 
called attention to the “two-pronged 
pincers movement”’ threatening free en- 
terprise. 

“One prong,” Mr. McGraw said, “is 
the continuing program of federal taxa- 
tion on a scale that will cripple the capac- 
ity of private industry to finance its needs 
for new plants and equipment.” Mr. 
McGraw named the Stability Act of 
1949 as the other prong, characterizing 
it as “the most vicious proposal ever in- 
troduced in Congress.” 

Stating that “others of our industries 
are merely being threatened with nation- 
alization,’ Mr. McGraw said that “the 
electric power industry is in the process 
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L. V. 


Elected Vice President of the 


SUTTON 


Edison Electric Institute 


Mr. Sutton, a native of Richmond, Va., at- 
tended the Petersburg (Va.) Academy, and 
in 1910 was graduated from Virginia Poly- 
technic Institute with a B. S. degree in Elec- 
trical Engineering. 

His career in the electric industry began in 
1910 with the apprentice engineering test 
course of the General Electric Co. at Lynn, 
Mass. In 1912, he joined Carolina Power & 
Light, serving successively as statistician, as- 
sistant engineer, division manager, ¢ommer- 
cial manager, and assistant to the general 
manager. In 1924, he became assistant gen- 
eral manager of Arkansas Central Power 
Co., and then vice president, general manager 
and director of Mississippi Power & Light Co. 
in 1927. He returned to Carolina Power & 


Light in 1933 as president, general manager 
and director, which positions he holds at the 
present time. 


of being nationalized today.” He pointed 
to the failure of nationalized power in 
France and England, and declared that 
electric customers “are not yet aware 
that they have more to fear from the un- 
regulated monopolies of Big Government 
and Big Labor than from the regulated 
monopoly in the power fields.” 

In the continual expansion of its ser- 
vices lies the electrical industry’s greatest 
contribution “to the American way of 
life” and to the defense of “our American 
system,” James H. Jewell, vice president 
of Westinghouse Electric Corporation, 
Pittsburgh, Pa., then told the delegates. 

Mr. Jewell stressed that only by “ag- 
gressive selling” could the industry widen 
the scope of its service, and pointed out 
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that “selling is a service to your custom- 
ers,” and not a need “which can be com- 
pletely gauged by a study of financial 
reports.” 

The electric industry must provide 
leadership in “carrying the benefits of 
electric power to the American people,” 
Mr. Jewell said. Stating that the indus- 
try “will not thrive on a diet of com- 
placency,” and commenting on “those 
who would like to see us adopt a passive 
attitude,” Mr. Jewell declared that “we 
must assume our rightful responsibility 
in this fight for free enterprise.” 


SECOND GENERAL SESSION 


Philip Sporn, president of American 
Gas and Electric Service Corporation, 
New York, N. Y., opened the second 
general session on Wednesday morning, 
June 1, declaring that the “aovparent 
iniracle” which the electric industry has 
performed in controlling costs was ac- 
complished by “‘neither chance nor mere 
good fortune,” but by “conscious effort, 
by exercise of great skill, ingenuity, and 
enterprise.” 

This achievement, Mr. Sporn said, is 
the ‘‘distinctive part’ of the outstanding 
record of performance which the indus- 
try has established during the last decade. 
Reviewing the “great job” done in sup- 
plying power for the war, he said that 
its accomplishn ent “with an economy 
and precision of means” was un- 
approached in any other industrial field, 
and he commented on the post-war ‘‘ex- 
pansion program that for size and scope 
is unprecedented in the annals of this 
country’s power industry or of any other 
industry.” 

The was 
brought about in the face of a tremen- 
dous increase in demand, and the near 
doubling of costs of labor and material 
entering into electric operations, Mr. 
Sporn said. Accomplished on a three- 
part basis, the “‘miracle’”’ consisted of ‘“‘a 
sharp reduction in the amount of plant 
per kilowatt and kilowatthour sold; less 
manpower per kilowatt and kilowatt- 
hour; and the integrated effect of nu- 


miracle of lower costs 


merous techniques and devices designed 
to reduce capital and operating ex- 
pense.” 

Explaining that the first two factors, 
“tied up with the absorption of mar- 
gins,’ have been responsible for perhaps 
one-half to two-thirds of total savings, 
Mr. Sporn declared that “the third ef- 
fort has been a clear-cut conscious ap- 
proach to the problem and it illustrates 
again the great good fortune of the in- 
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dustry—its scientific and technical foun- 
dation.” 

Taking up the threats of nationaliza- 
tion in this country, Charles E. Wilson, 
president of the General Electric Com- 
pany, New York, N. Y., told his audi- 
ence that the electric light and power 
industry, “a key business in the mighty 
economy of our country,” faces “one of 
the gravest situations, and at the same 
time one of the brightest opportunities” 
in the “whole business of keeping Amer- 
ica on the track” of free enterprise. 

Pointing out that the industry was 
“built on pioneering, on individual in- 
genuity, on courageous private financing, 
on aggressive selling, on fundamental re- 
lationships with the public,” Mr. Wilson 
asked, ““Who sat with Edison through 
the long hours at Menlo Park watching 
an absurd filament glow in a bottle? 
Was it the Department of the Interior?” 

Mr. Wilson declared that “national- 
ization of all American industry will be 
much easier of accomplishment” if the 
electric industry is “taken over by the 
government—so this strikes me as a good 
place to stand and fight.” 

In discussing the over-all business pic- 
ture, Mr. Wilson noted that the present 
decline in industry production “may con- 
tinue until about the second quarter of 
1950, when production is expected to 
turn up.” He said that “production may 
again reach the high level of 1948 by the 
end of 1951.” 


Upholds 


Mr. Wilson also described the conse- 
quences which may occur if the govern- 
ment’s contradictory attitude towards big 
business continues. “If large business en- 
terprises are no longer permitted to 
exist,” he said, fewer corporations will 
be able to take large economic risks; 
higher prices and a lower standard of 
living will result; and there will be 
fewer opportunities for career employ- 
ment in business. Less basic scientific re- 
search will be undertaken under such 
conditions, he said, and there will be 
fewer adequate-sized companies on which 
the armed services must count in case 
of war. 

With the “planned destruction of the 
economic power of private corporations,” 
Mr. Wilson warned, their power would 
be transferred to the government. “We 
would then have big government corpo- 
rations. Today the people have recourse 
against monopoly and inefficiency in pri- 
vate business,” he said, but “they should 
remember, before it is too late, that there 
is no recourse against government mo- 
nopoly and inefficiency.” 


Big Business 
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Harold H. Young, partner in East- 
man, Dillon and Company, New York, 
N. Y., then discussed the outlook for 
utility financing, pointing out that the 
utility common stock picture is more 
cheerful than it has been in some time. 


Favorable Attitude to Utility Stocks 
Seen 

“The more favorable feeling toward 
utility stocks, which began to be in evi- 
dence around the turn of the year, was 
brought about in considerable measure by 
the change from an atmosphere of infla- 
tion to one of deflation,’ Mr. Young 
said. ‘When commodity prices began 
to level off and subsequently to decline, 
people were ready to concede that the 
utility companies would be affected fav- 
orably rather than otherwise.” 

Mr. Young stressed the fact that every 
effort should be made to make common 
stocks increasingly attractive to the in- 
vestor through higher dividend rates, and 
declared that the stockholder should not 
“come out on the short end” during a 
period in which electric company cus- 
tomers and employees have fared so well. 


ENGINEERING—PARALLEL SESSION 

On Wednesday afternoon, two ses- 
sions on engineering and rates got under- 
way simultaneously at the Haddon Hall. 
At the engineering session, presided over 
by E. W. Dillard, Chairman of the EEI 
Engineering Division General Commit- 
tee, Walker L. Cisler, executive vice 
president of The Detroit Edison Com- 
pany, Detroit, Mich., delivered the open- 
ing address in which he declared that 
“safe margins” in electric generating ca- 
pacity “will exist at least a year earlier” 
than formerly anticipated. 

Mr. Cisler, who is chairman of a 
group of electric power supply experts, 
said that their fifth semi-annual power 
survey revealed that 1948’s “5.6 per cent 
will be “substantially in- 
creased to 9.6 per cent in 1949.” In 
1950, Mr. Cisler said, reserves will 
reach 12.0 per cent, and “15.6 per cent 
in 1951, which is certainly a safe mar- 
gin for both peacetime and national de- 
fense requirements.” 

Mr. Cisler remarked that ‘“‘the im- 
proved reserve margins reflect in part the 
lower trend in load growth which pres- 
ent conditions indicate, as well as a 
speeding up of construction schedules.” 
He said that 7,000,000 more kilowatts 
are scheduled for service in 1949, as the 
addition of new generating units reaches 
full momentum. 

Emphasizing that recent standardiza- 
tion in electrical manufacturing has had 
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a braking effect on electrical equipment 
costs, A. C. Monteith, vice president of 
Westinghouse Electric Corporation, 
Pittsburgh, Pa., then told the delegates 
that without standardization, “electrical 
prices would have risen even more.” 


“Tt is not easy to see the benefits of 
standardization at a time of rising labor 
and material costs,” Mr. Monteith said, 
“A greater adherence to standards, espe- 
cially in times of lower business levels, 
can bring fuller advantages to the indus- 
try by increasing volume and thereby re. 
ducing costs of electrical equipment.” 

Mr. Monteith declared that those 
“who are anxious to keep investment 
costs down must not only encourage the 
establishment of standards, but must in- 
sist” that they be followed. ‘The final 
users,” he warned, “pay for every suc- 
cessful attempt to sabotage either a man- 
ufacturer or an industry standard.” 

Speaking next, Charles W. E. Clarke, 
vice president and consulting engineer 
of United Engineers & Constructors, 
Inc., Philadelphia, Pa., declared that in 
supplying “‘to the full the ever-changing 
needs of the consumer,” the electric in- 
dustry has advanced power generation 
techniques at an “amazingly rapid pace.” 

Tracing the evolution of power gener- 
ating units since the beginning of the 
century from capacities of 5,000 kilo- 
watts in 1903 to today’s machines, capa- 
ble of producing up to 200,000 kilo 
watts, Mr. Clarke predicted that even 
larger units would be developed if needed 
to meet the demands of the modern elec- 
tric age. 


Utility Pioneers Praised 

“The utility industry of this country 
can look with pride to the fact that they 
have been pioneers,’ Mr. Clarke said. 
“They have tried to anticipate the con- 
sumer’s needs and have succeeded to an 
amazing extent; they have cooperated in 
the highest degree with the progressive 
ideas of engineers and manufacturers.” 

Asserting that for every dollar being 
invested for generating capacity in elec- 
tric industry expansion, there should be 
about $1.50 invested in the expansion of 
distribution systems, T. J. Brosnan, dis- 
tribution engineer of Buffalo Niagara 
Electric Corporation, Buffalo, N. Y., de- 
clared in his address that ‘“‘with the im- 
mediate need for generating capacity, the 
investment in distribution system expan- 
sion necessarily lags, but the normal bal- 
ance in the investment between the two 
should be re-established over a_ short 
period of time.” 

Pointing out that predictions hold that 
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electricity load will double within ten 
to twenty years, Mr. Brosnan said that 
“we have a wonderful opportunity in the 
years just ahead” to insure that distribu- 
tion systems are “economic and depend- 
able’ as they are expanded to accommo- 
date the new demand. 


RATES—PARALLEL SESSION 


In Wednesday afternoon’s parallel 
session on rates, S. W. Andrews, rate 
engineer of American Gas and Electric 
Service Corporation, New York, N. Y., 
presiding at the meeting in his capacity 
as Chairman of the EEI Rate Research 
Committee, delivered the first address. 

\M[r. Andrews summed up rate devel- 
opments since 1947, pointing out that 
over 250 increases in rates for electricity 
supplied to the public by municipalities 
and governmental agencies have been 
made effective since that time, while 121 
rate increases have been granted to elec- 
tric companies during the same period. 

Commenting that 1944 through 1946 
was “the period of greatest rate reduc- 
tion in the history of the companies,” 
with $80,000,000 of reductions made in 
the single year 1946, Mr. Andrews said 
that the total money involved in com- 
pany rate increases since the beginning 
of 1947 “amounts to about $78,000,000 
granted and about $22,000,000 where 
cases are still pending, a total of ap- 
proximately $100,000,000.” 


Approves Rate Commission Actions 


Mr. Andrews, in reviewing regulatory 
rates, expressed 
satisfaction at commission recognition of 
the need for adequate revenue, and said 
that “when the time came that rate in- 
creases were needed, they were secured 
almost 100 per cent.” 

Speaking on the rate problem posed 
by expected residential loads of ‘unusual 
magnitude,” L. R. Lefferson, rate de- 
partment manager, Ebasco Services Inc., 
New York, N. Y., noted that “present 
rates are designed to fit anticipated resi- 
dential loads falling within a fairly nar- 
row pattern of loads and load factors,” 
and warned that “when a significant 
number of residential customers begin 
to require capacities substantially beyond 
that pattern, it is time to take stock of 
the situation.” 


commission action on 


Space heating by radiant panels with 
high demand and low load factor was 
offered by Mr. Lefferson as an example 
of an electrical application which would 
be responsible in part for rate adjust- 
ment. Demand metering is under con- 
sideration as the solution to the prob- 
lem, Mr. Lefferson said. “It is far bet- 
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RE: ELMER LINDSETH AND EEI 


An editorial from the Cleveland Plain Dealer, June 3 


“Apostle of Free Enterprise” 


“The Edison Electric Institute has been effectively demonstrating the merits 
of private enterprise. The election of Elmer L. Lindseth, head of The Cleve- 
land Electric Illuminating Co., to the presidency of the Institute gives renewed 
impetus to the program. 

“Edison Institute embraces most of the private light and power companies 
of the nation. It was organized during the economic difficulties of the early 
1930’s for the purpose of increasing the use of electric power. 

“In accomplishment of this purpose in a period of business stagnation, it 
was obviously necessary to provide better service at more attractive costs. It 
involved, therefore, every phase of the industry—mechanical improvement, 
lowered costs through more efficient operation, and a sales campaign. 

“Notable success has been enjoyed. The committees which dealt with the 
various details of the power business were made up of outstanding executives 
in the field. Member companies and the whole public have reaped benefits 
that are too great to evaluate in dollars and cents. 

“In this period, by virtue of the competition of government through such 
projects as TVA, the power industry has been faced with the job of proving 
by accomplishment that private enterprise can meet national requirements 
more cheaply and efficiently than government. And the histories of private 
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enterprise system. 





power companies through the war, and since, have proven it. 

“The Cleveland Electric Illuminating Co. has been signally successful. 
Without the authority of government to sequester scarce materials and skilled 
labor, and without a reserve of taxpavers’ money to protect against loss, it has 
expanded sufficiently to meet present and future power needs in this area. 

“President Lindseth, therefore, demonstrated in a practical manner that 
private capital can be obtained in this important field, and that industries using 
power, and the public, too, enjoy the most economical service under the free 


“We congratulate Lindseth on the honor that has come to him, the Institute 
on recognizing his unusual qualifications.” 








ter,” he said, “to anticipate changing 
loads by the promulgation of adequate 
rates prior to the time customers are 
affected than to raise them later.” 

The lawyer’s role in rate cases has 
been “radically affected’ by the enor- 
mous increase in demand for electric ser- 
vice since World War II, Paul W. Mce- 
Quillen, partner in Sullivan and Crom- 
well, New York, N. Y., told the dele- 
gates. 

In rate cases of earlier days, Mr. Me- 
Quillen said, the lawyer usually assumed 
the leading part because rate proceedings 
resulted in litigation in the courts. ‘The 
whole atmosphere was one of contest,” 
he said, pointing out that such cases were 
usually started by city officials or initi- 
ated by commissions for reductions. 


Public Interest in Electric Supply 
Now, according to Mr. McQuillen, 
rate proceedings, formal or informal, are 
for the common requirement of assuring 
strong utilities, capable of giving the very 
best of service and plenty of it. There 
is a national public interest vitally de- 
pendent upon the supply of electric 


power which makes a common denomi- 
nator of the interests of all parties in a 
rate case, the lawyer declared. 


THIRD GENERAL SESSION 

Opening the third general session on 
Thursday morning, June 2, H. M. Saw- 
yer, Chairman of the EEI Prize Awards 
Committee, conducted presentations of 
the Claude L. Matthews Valor Award, 
the Reddy Kilowatt Annual Report 
Award, and seven awards for achieve- 
ment in Planned Lighting. The full 
Prize Awards Report appears elsewhere 
in this issue of the BULLETIN. 

Ray R. Nabors, boiler operator of the 
Kentucky Utilities Company, Lexington, 
Ky., received the Valor Award for his 
“high fidelity to duty” and ‘courageous 
action at great personal risk to himself,” 
when in the midst of scalding jets of 
steam and hot water, he removed two 
boilers from service after a tube had ex- 
ploded in one of them. He thus “avoided 
possible injuries to his fellow workers, 
interruption to service, and further dam- 
age to equipment.” The presentation to 
Mr. Nabors marked the second time that 
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a Kentucky Utilities Company employee 
had been so honored. 

Receiving the Reddy Kilowatt Award 
for the best 1948 annual report was the 
Pennsylvania Power and Light Com- 
pany, Allentown, Pa., whose president, 
Charles E. Oakes, past President of the 
Institute, accepted the Award on behalf 
of his company. Honorable Mention 
Certificates were awarded to Arkansas 
Power and Light Company, Pine Bluff, 
Ark., C. H. Moses, president; Central 
Arizona Light and Power Company, 
Phoenix, Ariz., Henry B. Sargent, presi- 
dent; Florida Power Corporation, St. 
Petersburg, Fla., A. W. Higgins, presi- 
dent; Puget Sound Power and Light 
Company, Seattle, Wash., Frank Mc- 
Laughlin, president; The Shawinigan 
Water and Power Company, Montreal, 
Canada, James Wilson, president; and 
Wisconsin Power and Light Company, 
Madison, Wisc., Grover C. Neff, presi- 
dent. 


Planned Lighting Awards 


Pennsylvania Power and Light Com- 
pany also scored in the Planned Lighting 
competition, winning the over-all Award, 
as well as gaining two of the awards 
offered in the residential, commercial, 
and industrial lighting fields. Winning 
companies in these three categories also 
included West Penn Power Company, 
Pittsburgh, Pa.; New Orleans Public 
Service Inc., New Orleans, La.; Du- 
quesne Light Company, Pittsburgh, Pa. ; 
and The Dayton Power and Light Com- 
pany, Dayton, Ohio. 

To maintain a normal flow of capital 
to the electric companies, investor rela- 
tions through the medium of financial 
agencies must be built up, Tom P. 
Walker, vice president of the Irving 
Trust Company, New York, N. Y., then 
told the Convention. 


Facts for Security Dealers 


Because “holding companies, the source 
of most of the capital required in the 
1920’s when the industry had its first 
great period of expansion, are largely 
eliminated,’ Mr. Walker said agencies 
which buy securities directly, as well as 
those agencies functioning as advisers, 
must be kept acquainted with the facts 
by operating company management. 

Noting that “operating companies, 
scattered throughout the land, compete 
with each other and with all industry for 
the investor’s favor,’ Mr. Walker 
stressed the importance of getting “‘perti- 
nent statistics, facts and ideas to the exact 
point where they will do the most good.” 
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He also recommended a frank and 
personal approach as being most helpful 
in keeping the financial community in- 
formed and friendly. “The financial 
agencies are as sincere as you are in their 
determination to preserve our private en- 
terprise system,” he said. 


American Brand Collectivists Attacked 


Branding government planning as the 
parent of dictatorship, Morris Sayre, 
president of Corn Products Refining 
Company, and chairman of the board 
of the National Association of Manufac- 
turers, New York, N. Y., delivered a 
scathing attack on “American brand col- 
lectivists.” 

“Most of all, they relish any seeming 
failure on the part of management to 
make the system work effectively for all 
the people,’ he charged. ‘To promote 
the very evidences they love, the army 
of the Left does its level best to impair 
the normal interplay of forces within our 
capitalistic economy.” 

Pointing out that control is piled on 
control “until capitalism is first para- 
lyzed, then destroyed,” Mr. Sayre said 
that government planning “means the 
ultimate rationing of poverty and mis- 
ery.” 

Mr. Sayre called for a strong program 
to “arouse the people of America—in- 
cluding the businessmen of our nation— 
to the danger of any compromise of free- 
dom,” and asked if it wasn’t about time 
to call “‘a halt to our retreat from great- 
ness.” 

Presenting another aspect of the fight 
to protect the free American economy, 
Kinsey M. Robinson, president of The 
Washington Water Power Company, 
Spokane, Wash., discussed the question 
of how the electric industry’s many thou- 
sands of employees can be stimulated “to 
a higher level of morale which will result 
not only in an impressive effort to pre- 
serve private enterprise but in a crusade.” 

In describing his company’s efforts to 
solve the problem locally, Mr. Robinson 
referred to “the all-out effort that has 
been made to liquidate private enterprise 
in the Northwest electric industry,” and 
credited the individual employees of his 
own company as winning the electric 
consumer to the side of the electric com- 
pany. 

“We have been given the third degree 
by Federal Mr. Robinson 
charged. “Powerful combines have per- 
fected a shocking underground organi- 
zation with but one goal—the death of 
private industry. National groups, with 
not the slightest interest in northwest de- 
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velopment, have exerted pressures seldom 
seen by a military task force.” 

Discussing in detail methods of bol- 
stering employee-management relations, 
Mr. Robinson stressed that employees 
should be kept honestly informed of com- 
pany policies and practices. Regarding 
the question of whether employee ef. 
fort is worth the time and the cost, Mr, 
Robinson pointed out that the ‘Federal 
government spends 74 millions annually 
to tell its story,” and, declaring that 
“electric companies won’t be worth much 
if they are lost,” he stated that “employee 
participation is worth the effort and the 
cost many fold.” 


ACCOUNTING—PARALLEL SESSION 


Parallel sessions on accounting and 
commercial activities drew the delegates’ 
attention on Thursday afternoon. At 
the accounting session, presided over by 
Allan G. Mitchell, Chairman of the 
EEI Accounting Division Executive 
Committee, Harold H. Scaft, vice presi- 
dent, Ebasco Services Inc., New York, 
N. Y., delivered the opening address, de- 
claring that if the electric utility industry 
is to obtain sufficient risk capital from 
the public to enable it to carry on its 
vast expansion program, “our top men 
must take off their coats and work at the 
job of selling this industry to the people.” 

Mr. Scaff, who is Chairman of the 
EEI Committee on Financing Utility 
Capital Requirements, discussed methods 
of improving relations with investors 
and prospective investors, underwriters 
and dealers, and said, “Good investor re- 
lations do not just happen, they have to 
be achieved. Once attained, they must 
be maintained by unremitting attention. 
They are the means of instilling con- 
fidence among investor groups that the 
utility is a good investment risk.” 


Purchase-Lease Financing 


Describing purchase-lease arrange- 
ments as “‘a relatively new method of 
financing,” William W. Bodine, finan- 
cial vice president of The Penn Mutual 
Life Insurance Company, and former 
president of The United Gas Improve- 
ment Company, Philadelphia, Pa., ex- 
plained that real estate and generating 
facilities could be purchased by non- 
utility investors under such an arrange- 
ment and leased back to electric com- 
panies for long-term periods, thus avoid- 
ing greater electric company investment 
in fixed assets. 

The primary purpose of such an op- 
eration should be “the release of funds 

(Continued on page 200) 
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The President’s Address 


An address before the Seventeenth Annual Convention of the EEI, « 


T 1S my great privilege to welcome 
you to this 17th Annual Conven- 
tion of the Edison Electric Institute 

and to participate with you in the un- 
usually constructive program which has 
been drafted by your committee in recog- 
nition of the responsibility of the elec- 
tric industry for the present and future 
power supply of the nation. 

We are met in a period of continuing 
economic and social change which has 
imposed upon us some of the most far- 
reaching problems in the history of the 
industry. For this reason we are met 
with serious purpose and a firm resolve 
to fulfill our public responsibility, to pro- 
tect our investors, and to preserve for 
the employees of our industry the free- 
dom of opportunity which has inspired 
them to the high accomplishments of the 
past. It is our purpose to review the 
record of our progress in these regards 
and, through the free interchange of in- 
formation which is so characteristic of 
our industry, to take counsel as to the 
charting of our future course. 


State of the Industry 


In opening the program of this Con- 
vention, I propose to discuss briefly some 
of the important factors affecting the 
current position of the electric industry. 
In order to avoid unnecessary duplica- 
tion of matters to be covered more fully 
in subsequent presentations, I will con- 
fine myself to a highlight review of par- 
ticular subjects and ask that you con- 
sider the entire Convention program as 
the report on the “State of the industry.” 

We have been faced during the past 
two years with a problem of great po- 
tential public concern—the threat of a 
so-called “power shortage.”” This threat 
came as a result of circumstances beyond 
our control involving, first, governmen- 
tal restrictions on the installation of new 
generating capacity during World War 
II, and second, the unprecedented and 
unexpected load growth experienced in 
the postwar period. 

Without full knowledge of the com- 
ing load growth, however, but immedi- 
ately upon the lifting of the ban on the 
production of electrical equipment, the 
industry launched a six-year, 9-billion- 
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dollar construction program to restore 
the margins of reserve capacity depleted 
during the war. This program, which 
covers the period 1946 through 1951, 
contemplates the addition of 52 per cent 
to the generating capacity of the industry 
as of the close of the war. It has taxed 
the production facilities of the electrical 
manufacturers to the limit, and repre- 
sents, I believe, the biggest industrial ex- 
pansion program in all history. In the 
face of many economic obstacles it gives 
striking proof of the leadership, vision, 
engineering ability and financial strength 
of the electric utility companies. 


Private Power Customers Fared Better 


During the first three years of the 
program, the growth of the electric load 
in all sections of the country pre-empted 
the new capacity almost as rapidly as it 
could be added, permitting little and, in 
some instances, no gain in the margins 
of reserve capacity. Throughout this 
period, however, the private utility com- 
panies handled the situation with re- 
markable ingenuity and resource and, 
with the exception of a relatively few 
brief curtailments and some shifting of 
industrial load to off-peak hours, met 
the requirements of their customers in 
full. The fact is that as a whole the 
customers of the private utility com- 
panies fared better during this period 
than those customers dependent for their 


Page 169 
Atlantic City, N. J. 
service upon governmental power 
sources. 


In spite of this, the electric industry, 
which has been subjected to vicious at- 
tacks by interests using the alleged 
“power shortage” as propaganda to 
bolster their designs on the federal 
treasury, has been faced with misin- 
formation released by public power ad- 
vocates, and has even been accused of 
failing to provide the requirements of 
one of our major industries interested 
in a continued supply of subsidized 
power. These attacks have been met by 
temperate, factual statements on behalf 
of the electric industry, which has chosen 
to concentrate its efforts on the job at 
hand rather than on useless controversy. 
In the light of present-day conditions the 
statements of our critics are even more 
untenable than at the time when they 
were made. 


Reserves to Increase 


We can now say with confidence that 
the reserve margins of the industry will 
continue to build up more rapidly than 
was originally contemplated and that 
no section of the country, except pos- 
sibly the Pacific Northwest, will be 
handicapped by a lack of capacity dur- 
ing the coming winter. In most areas, 
normal reserve margins will be restored 
by the end of this year rather than at the 
end of 1951, as originally scheduled. 

This situation is the result of two 
principal factors operating in favor of 
increased reserves. These are, first, a 
speeding up of the delivery and installa- 
tion of new generating units; and sec- 
ond, a marked decrease in the rate of 
growth of electric loads throughout the 
country, particularly since the first of the 
year. Under these circumstances, the 
back of the “power shortage” threat has 
been broken and the industry can go for- 
ward with renewed faith in its ability 
to meet any conditions which can be 
foreseen at this time. 

I cannot leave this subject without 
paying tribute to the skill and_perse- 
verance of our operating personnel who 
have seen us through the difficulties of 
the past several years. Their perform- 
ance in marshalling and coordinating the 








Page 170 


power resources at their command stands 
even higher than the record which they 
established during the war when this in- 
dustry, through long-range planning and 
foresight, met all essential war demands. 
Had the industry failed in either in- 
stance we would have made the head- 
lines as never before. 


“I Don’t Know How They Do It” 


By contrast, the excellence of our 
actual performance was generally un- 
recognized because we did only what the 
public had learned to expect and, there- 
fore, created little front-page news. I 
am tempted, however, to refer to press 
reports of a statement by the Secretary 
of the Interior, who in February, 1949 
estimated that all electric utilities were 
working at capacity with the barest pos- 
sible reserve for emergency, and who is 
quoted as having remarked, “I don’t 
know how they do it.” 

As against the conditions outlined by 
Secretary Krug, the picture today is so 
materially improved that many electric 
utilities see an immediate need for the 
resumption of intensive sales effort. This 
need, of course, is directly related to the 
increased revenues required to provide 
earnings which will attract the new capi- 
tal involved in the industry’s 9-billion- 
dollar expansion program. We have 
now passed the halfway point in this pro- 
gram, the financing of which raised 
grave doubts initially in the minds of 
many people. 


Securities Marketing Appraised 


The record to date, however, has been 
most gratifying, and the favorable mar- 
ket reaction to recent utility common 
stock offerings is particularly encourag- 
ing. This is the result not only of the 
improved earnings position of the in- 
dustry, but also of the ingenious methods 
developed by utility managements in 
marketing their new security issues. 

In view of the continuing need for 
additional capital, it is significant to note 
that the large life insurance companies 
have receritly come back into the market 
for utility preferred stocks. The more 
difficult half of the industry’s financing 
program still lies ahead in that it in- 
volves a higher proportion of common 
stock financing than has been accom- 
plished to date. Under the 
stances, the net income showing and 
dividend ‘record of the utilities will play 
an increasingly important part in their 
future financing problems. 


circum- 


In this connection it is noteworthy 
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that regulatory commissions are giving 
increasing recognition to the fact that 
adequate earnings are essential to the at- 
traction of new capital and, in many in- 
stances, have granted rate increases based 
on the additional earnings necessary to 
cover the capital requirements of the 
business, rather than on a theoretical re- 
turn based on a hypothetical rate base. 
Such consideration of the current rate 
problem is obviously in the public in- 
terest in that it assures our customers 
that the new facilities needed to meet 
their future power requirements can be 
readily financed. Inasmuch as a compre- 
hensive review of the rate situation will 
be presented at the Wednesday afternoon 
session of this Convention under the 
auspices of the Rate Research Commit- 
tee, I will omit any detailed reference 
to rate matters. I do, however, wish to 
repeat and re-emphasize a_ statement 
which I made at the recent EEI Sales 
Executive Conference in Chicago, par- 
ticularly because the statement was un- 
fortunately misquoted in one section of 
the press. 
lows: 


My statement was as fol- 


“Two things stand out, I think, in our cur- 
rent experience with the rate problem—first, 
that the increases requested have been modest 
in amount although generally speaking con- 
structive in form; and second, that we are 
now, and probably will continue for some 
time to be out of phase with the decline in 
the general price level. This implies that re- 
should be filed 


vigorously lest we 


quests for rate increases 


promptly and pursued 
‘miss the market’ and lose public understand- 
ing. In addition, every effort should be made 
to relate such increases to future capital re- 
quirements which in view of the heavy con- 
struction program of the next few years can- 
not help but weight our over-all costs with 
an increasing proportion of high investment 
costs. All other things being equal and as- 
suming that we have reached a relatively 
stable price level, our average unit invest- 
ment cost must inevitably rise as our total in- 
vestment becomes more 


and more saturated 


with high cost plant. This, in my opinion, 
presents the great challenge of the day to 
the electric industry. 

“We know, of course, that ‘all other things 
being equal’ is an unrealistic assumption as 
to this industry. We know that our engineers 
and research organizations will continue to 
improve equipment design to produce lower 
unit costs 


of generating, transmission and 


distribution facilities and that new methods 
will continuously be developed, as they have 
been in the past, to reduce operating costs in 
all departments of our business. This is our 
public duty and I feel strongly that every 
utility management, particularly at this time, 
and 
conduct a militant campaign to eliminate un- 


should review its operations in detail 
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necessary activities, reduce operating costs 
and increase the productivity of its organiza- 
tion. I feel that the public should know that 
the industry is making a determined effort to 
limit rate increases to the amounts absolutely 
necessary for the maintenance of sound finan- 
cial structures, after all other means to that 
end have been exhausted.” 


So much for my Chicago statement. 


Rates and New Business 


I am confident that utility manage. 
ments are giving careful consideration 
to this aspect of the rate problem and 
will continue to recognize the public in- 
terest in the adjustment of their rate 
schedules to their new capital structures, 

Another important element in off- 
setting increased investment cost is the 
attachment of new business. Notwith- 
standing the effect of rate increases, the 
industry will ultimately need an in- 
creased volume of business to support its 
large new investment. I have already 
indicated that many companies are now 
in a reserve position which justifies the 
resumption of active selling. It is merely 
a question of time before the entire in- 
dustry will again be engaged in aggres- 
sive sales effort. 

In view of the changed economics of 
our business, it seems apparent that fu- 
ture sales programs must give special at- 
tention to the maintenance and improve- 
ment of load factor. In this regard our 
sales organizations have a greater op- 
portunity than ever before to do a con- 
structive job and, by selective selling, to 
make an important contribution to the 
over-all success of our operations. 


Joint Discussions Recommended 


This effort will involve, in my opinion, 
a closer coordination with the work of 
our rate organizations than has pre- 
viously been achieved, and, for this rea- 
son, I have strongly recommended that 
the Commercial Division General Com- 
mittee and the Rate Research Committee 
of the Institute revive the joint discus- 
sions initiated prior to the war, but sub- 
sequently discontinued. This is of par- 
ticular importance during the present 
period of rate adjustment inasmuch as 
we now have the opportunity to revise 
our rate structures in the light of new 
appliance development and new uses of 
our service—an important example be- 
ing the field of electric house heating. 
The ideal form of rate structure should 
permit our customers to make any use 
of electric service which they desire so 
long as they pay a compensatory rate. 

The matters which I have reviewed 
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thus far involve engineering, financing, 
operating and economic questions over 
which the industry has some measure of 
control. They are receiving the same 
hroad-gauged, responsible and forward- 
looking consideration which has been 
traditional in the electric industry since 
the earliest days of its operation. De- 
pending upon its own resources, the in- 
dustry will continue to develop and im- 
prove its services and, in any economy 
hased on private enterprise, will continue 
to meet its public obligations. 

No review of the current position of 
the industry would be complete, how- 
ever, without reference to the increasing 
activities of the government in the field 
of public power. The broad implica- 
tions of this trend are a threat to the 
private utility companies as well as to 
the social and economic structure of the 
country. As citizens, we are strongly 
opposed to the use of the taxing power 
of the government to subsidize its com- 
petition with private industry. 


Subsidized Power Unfair 


We recognize that reclamation, irri- 
gation, navigation, flood control and in- 
cidental power developments are proper 
provinces of the federal government. We 
object, however, to the use of federal 
funds for the development of power as 
the primary purpose of such projects and 
to the sale of the energy produced in di- 
rect competition with the electric in- 
dustry at less than full cost. We object 
to the construction of duplicate trans- 
mission lines to bring subsidized power 
into areas already being served and to 
the assumption by the government of 
responsibility for the full power require- 
ments of certain areas to the exclusion 
of private industry. 


Menace to Democratic Principles 


These activities of the government 
were advocated as early as 1923 by the 
Public Ownership League of America 
and, together with many other social 
concepts being imposed on American 
business and industry, are a menace to 
the preservation of our democratic prin- 
ciples of government. They are repre- 
sentative of the creeping socialism being 
witnessed in this country as political con- 
‘derations continue to subordinate the 
national interest to sectional and class 
interests. 

Beginning sixteen years ago, the fed- 
tral government embarked upon a pro- 
gram of power development which, 
through the use of interest-free funds, 
arbitrary allocations of investment, tax 
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exemptions and other privileges unavail- 
able to private utilities, has gone forward 
at an accelerated pace. As a result the 
position of the electric industry has been 
under severe attack and some ground has 
been lost. 

The private utilities are now generat- 
ing 80 per cent of the nation’s power re- 
quirements as against 96 per cent at 
the beginning of the period, and are dis- 
tributing 85 per cent of the total output 
as against 94 per cent previously. Dur- 
ing the last several years, however, the 
percentage position of the industry has 
not changed materially. 


Fighting for High Stakes 


It is estimated that by the end of 1951 
the installed public power capacity will 
be 14,000,000 kw, while the installed 
capacity of the private companies will be 
61,000,000 kw, or 82% per cent of the 
total; further, that at the end of 1960, 
the public power figure will be 27,000,- 
000 kw and the private power figure 
100,000,000 kw, or 79 per cent of the 
total. These figures are based on the 
obvious determination of the private 
power industry, as now constituted, to 
retain the ownership and control of its 
present properties and service areas. If 
this is a proper measure of the future 
prospects of the industry, we are fight- 
ing for high stakes and may be expected 
to wage an aggressive and resourceful 
battle to hold our percentage position 
and combat further governmental en- 
croachment on our business. 

While recognition must be given to 
the strength of the forces aligned against 
us, we face the future with many favor- 
able factors operating to our advantage. 
These factors have to do with the essen- 
tial character and performance of the 
industry itself and may be summarized 
in part as follows: that we are engaged 
in a growing business providing an es- 
sential public service; that we require 
a comparatively small labor force by 
comparison with other major industries ; 
that we are meeting the demands for our 
service; that we have continuously 
demonstrated our ability to finance the 
expansion of our business; that we have 
highly trained, capable personnel, imbued 
with the spirit of service; that we have 
free interchange of information between 
the various units of the industry; that 
we have a well-established reputation for 
able, progressive leadership not only in 
the fields of engineering, operation and 
management, but also in the field of civic 
and community development; and, 
finally, that we are supplied by the most 
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enterprising, technically competent and 
resourceful manufacturers in the world. 

In the light of these advantages I am 
convinced that no one of our national in- 
dustries has within its own structure a 
finer record of past accomplishment or 
greater potentialities for future service 
than the electric power industry. We 
are aware, however, that outside in- 
fluences may have a material bearing on 
the effectiveness of our performance, and 
we know that the complete nationaliza- 
tion of the power industry is a funda- 
mental precept of socialistic planners. It 
is important to note that this latter issue 
has gradually been broadened and 
brought more fully into the open, so that 
today it represents not merely the fight 
of our industry for survival but the fight 
of all industry and of the American peo- 
ple for the preservation of their demo- 
cratic principles of government. 


Promote Public Understanding 


We are encouraged by the fact that 
the issue is receiving increasing attention 
in the press and national magazines of 
the country, but this alone is not enough 
to stem the demands of special interests 
for sectional and class advantage. It is 
the public duty and constitutional right 
of every business organization and of 
every thinking citizen to promote public 
understanding of the dangers involved in 
the course which we are now pursuing. 
I urge that the electric industry continue, 
and redouble, its efforts to bring to the 
general public a clear understanding of 
the principles at stake and in particular, 
a full knowledge of the unsound eco- 
nomics involved in the public power pro- 
gram. 


Federal Power Policy Confused 


The confused and inconsistent policies 
of our Federal agencies in the develop- 
ment and administration of public power 
projects point up the recommendations of 
Past-President Charles E. Oakes with 
reference to the national power policy in 
his address at the 1948 Convention of 
this Institute. I strongly endorse Mr. 
Oakes’ recommendations and urge that 
they be re-examined in the light of pres- 
ent-day conditions and subjected to ac- 
tive consideration by the industry. It 
seems clear to me that as a part of its 
public duty, the industry must coura- 
geously set forth the principles which 
will guide its operations, must state its 
position with respect to public power, 
and must press for the development of a 

(Continued on page 184) 
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Union Electric Company of Missouri 
Wins Charles A. Coffin Award 


OR the “brilliant success of its 
highly developed, well-conceived 
community 


relations program” 


Union Electric Company of Missouri, 
St. Louis, 


Mo., was awarded the 





Charles A. Coffin Medal for 1948, em- 
blematic of high achievement in the elec- 
tric industry, at the 17th Annual Con- 
vention of the Edison Electric Institute. 

In addition to the recognition given 
to Union Electric, whose President is 
J. Wesley McAfee, three other electric 


companies were cited for Honorable 
Mention. Showing “a high degree of 
managerial skill and 
foresight,’ accord- 


ing to Mr. Acker, 
these companies 
were: The Cincin- 
nati Gas and Elec- 
tric Company, Cin- 
cinnati, Ohio, W. 
C. Beckjord, Presi- 
dent; The Detroit 
Edison Company, 
Detroit, Mich., J. 
W. Parker, Presi- 
dent; and Southern 
California Edison 
Company, Los An- 
geles, Calif., W. C. 
Mullendore, Presi- 
dent. 

The award win- 
and the three 
receiving 


ner 
utilities 
Honorable Mention 
were selected from 
25 companies, rep- 
resenting every sec- 
tion of the nation, 


originally nominated by a special panel 
for the honor. From these nominees, an 
EEI review committee selected the final- 
ists, from whom a committee of judges 
chose the winner. 

“All four of the companies, in the 
opinion of the judges,” Mr. 
Acker, “submitted prize-winning pres- 
entations.” The committee of judges 
making the final selection of the win- 


declared 


ning company consisted of Dr. James 
R. Killian, Jr., President of Massachu- 
setts Institute of Technology ; Ci. OWN. 
Kellogg, Past President of Edison Elec- 
tric Institute, and Mr. Acker. 

In earning the Award for 
contribution to the 
ment of electric light and power service 
for the convenience of the public and 
the benefit of the 


“a distin- 


guished advance- 


Union 
Electric gained nationwide recognition 


industry,” 
for its intensive community relations 
program. 

Principal projects undertaken in this 
program included informational activ- 
ity on the Company’s $400,000,000, 15- 
year expansion, which “effectively iden- 
tified Union the 


range stability and economic prosperity 


Electric with long- 


of our territory”; fly ash elimination, 





Union Electric Company of Missouri Vice President, C. E. Michel (center), accepts the 

Charles A. Cofin Award on behalf of his company and its President, J. W. McAfee, pre- 

sented by Philip Reed, Chairman of the Board, General Electric Co., with the smiling 
approval of Ernest R. Acker (right), President of the EEL. 


which was undertaken so successfully 
that the community’s attitude ha; 


changed “from opprobrium to approv. 
al’; customer research, which has s- 
sisted “in correcting irritants, in guid- 
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ing the development of policies and pro- 
cedures and in assessing the impact of 
change on public thinking”; and the 
recently instituted “Department of Eco- 
nomic Development” which was formed 
to assist in bringing new industry to 
the area, and which is being cited as 
an “outstanding example of 


x99 


Union 
Electric’s ‘good citizenship’. 

These, and many 
activities in other 
fields, 
duced marked im- 
provement in_ the 
general attitude as 
determined by com- 
petent public opin- 
ion surveys, accord- 
ing to the 
Elecric 


have _ pro- 


Union 
presenta- 
“In 1944,” 


the report says, “the 


tion. 


general attitude was 
80 per cent favor- 
able, 9 per cent un- 
favorable, and 11 
per cent doubtful. 
In 1948 these per- 
centages were %4 
per cent favorable, 
an improvement of 
14+ per cent; 2 per 
(Continued on 
page 224) 
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Section Il and a Strong Utility Industry 


By Hon. Edmond M. Hanrahan 


Chairman, Securities and Exchange Commission 


An address before the Seventeenth Annual Convention of the EEI, Atlantic City, N. J., 


WEEPING changes in the finan- 
cial and organizational structure 
of the industry have been brought 
about under the Holding Company Act. 
To my knowledge, no American in- 
dustry has undergone so thorough an 
overhauling as that experienced by the 
utility industry during the last 10 years. 
This has come about none too soon, for 
the industry has been confronted with 
the necessity of financing a construction 
program of tremendous proportions. 
While the rate of future growth will 
depend, of course, on the ebb and flow of 
the business cycle, it is nevertheless an 
unchallenged fact that electric utilities 
must plan their financing in the light of 
prospects of — substantial 
growth. The last great financing ef- 
fort, in the ’twenties, had to be carried 
out within the framework of the hold- 
ing company systems. When holding 
companies failed to provide equity capi- 
tal, both they and their subsidiaries 
were forced to issue senior securities to 
such an extent that overstrain and col- 
lapse of whole systems followed in many 
instances. 


long-term 


Sound Corporate Structure 


Can the forms of corporate structure 
in the last decade meet the 
great demands now being put upon 
thm? Can they raise the necessary 
funds and can they carry the resulting 
burden without faltering? I believe 
There is still work to do; 
some utility systems still contain cor- 
porate snarls, but, by and large, the in- 
dustry is in a position not only to finance 


evolved 


they can. 


its needs but to finance them soundly. 

It is a matter of record that during 
the depression years, net operating reve- 
nues of the electric industry held at 
levels only moderately below the best 
attained during the ’twenties. Yet no 
less than 128 companies, including 52 
operating companies, were forced into 
bankruptcy, receivership, or extension 
plans between September 1, 1929, and 
April 15, 1936. Arrearages on preferred 
stocks of holding companies reached 


$282,000,000 by the end of 1938, and 
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operating company preferreds had ar- 
rearages of another $140,000,000. 

Most of these difficulties were not, | 
repeat, traceable to any substantial de- 
cline in operations but rather to capital 
structures with very small amounts of 
common equity; they were greatly ag- 
gravated by uneconomic combinations 
of property and the general attitude of 
exploitation which for a time was so 
prevalent. 


Holding Company Act Enacted 

Against this background, the Holding 
Company Act was enacted for the pur- 
pose of eliminating evils and abuses 
which had figured so prominently in the 
collapse of one utility empire after an- 
other in the early thirties. It sought to 
eliminate holding companies serving no 
useful purpose and to limit systems to 
physically integrated properties. 

The Act also called for elimination 
of undue complexities in corporate struc- 
tures and for redistribution of voting 
power among system security holders 
on a fair and equitable basis. Security 
transactions, purchases and sales of as- 
sets, servicing arrangements and most 
other aspects of a holding company’s re- 
lationship with its subsidiaries were like- 
wise subjected to control under the pro- 
visions of the Act. 


Many of you, | am sure, have seen at 
first hand the invigorating effects which 
have flowed from application of these 
provisions. The management of many 
an operating company can now do its 
own planning; it can hire legal, banking, 
or servicing assistance of its own choos- 
ing, from its local area or elsewhere, 
according to the company’s own needs 
and the community’s requirements. It 
can respond directly and without re- 
straint to the fair demands of the public 
and of regulatory bodies. It need not 
await the instructions of a remote su- 
permanagement, nor is it dependent upon 
the favor or chance recognition of such 
a management in order to be properly 
These pre- 
rogatives may now be taken for granted. 
It was not always so. 


rewarded for its services. 


Before examining further the nature 
of the last decade’s developments, I 
want to make one thing clear. To be 
sure, it is the SEC which is charged with 
responsibility for seeing that the changes 
called for by the Holding Company Act 
are brought about. It would be most 
unrealistic, however, to attribute solely 
to the Commission the credit for the 
progress made in that direction. While 
I do not mean to imply that all has been 
sweetness and light, most of the indus- 
try has in fact done a great deal of con- 
structive thinking and has seen much of 
it translated into action. 


Holding Company Systems 

Ten years ago, very few of the coun- 
try’s electric utility companies were not 
enmeshed in one or another of the hold- 
ing company systems. The independents 
included a few large metropolitan com- 
panies, certain long-established utilities 
in New York and New England, and 
the barest scattering over the rest of 
the nation. The overwhelming major- 
ity had been bundled up in holding com- 
pany packages. 

Many of these packages were won- 
drous conglomerations indeed. It is not 
too surprising that water, telephone, ice, 
street railway, coal, oil, real estate, in- 
vestment or appliance sales companies 
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had been mixed in with electric and gas 
utilities during the mad pyramiding of 
the ‘twenties. But the list does not stop 
there. There were manufacturers of 
brick and tile, iron fence, wood prod- 
ucts, paper. There were companies op- 
erating farms, quarries, gas stations, 
parking lots, theatres, amusement parks 
and even a laundry. There was a cold 
storage company operating in Alaska, 
and there was the New Orleans Base- 
ball Company, Incorporated. 

More than a thousand of these mis- 
cellaneous non-utility companies have 
been a part of holding company systems 
at one time or another during the last 
ten years; some seven hundred of them 
have by this time been dissolved, di- 
vested, or otherwise removed from regis- 
tered systems. 


Diversity of Interest 

Aside from non-utility properties, an 
electric or gas company frequently 
found itself packaged with many dis- 
tant cousins. No less than a dozen sys- 
tems held operating properties in ten 
or more states; one system spread over 
33 states and another over 29. 

Various rationalizations 
duced in times past for the policy which 
led to the accumulation of such scat- 
tered utility properties and so many di- 
verse types of non-utility 
“Diversification of risk” and “efficien- 
cies of centralized management” were 
among the glib justifications advanced 


were pro- 


businesses. 


for practices which in fact proved to 
have an exactly opposite effect. Con- 
gress recognized this fully; scattered 
properties and unrelated businesses were 
therefore outlawed from the new, in- 
tegrated type of system contemplated 
by the Act. 

Something over 900 utility companies 
were controlled by holding companies 
at the time of their registration under 
the Act. By this time, over six hundred 
of these have been freed from holding 
company control. 

Where have they gone and who owns 
them now? The answers to these ques- 
tions are both interesting and revealing, 
and I should like to examine them 
briefly. 

From June 15, 1938 to April 30 of 
this year, 632 electric and gas compa- 
nies were eliminated from holding com- 
pany systems. Of these, 293 were elim- 
inated by merger, dissolution, and cer- 
tain other less frequently used means. 
These transactions have been primarily 
intra-system: that is, assets were re- 
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shuffled and were consolidated in fewer 
companies, but the assets were never- 
theless retained within the system. Di- 
vestments, which constitute actual dis- 
position of assets by a holding company, 
have accounted for the remainder of the 
total eliminations. 

Limiting our attention to the electric 
companies involved in the divestment 
program, 210 such companies have been 
completely severed from holding com- 
pany An additional 124 elec- 
tric companies have also been divested 
by one or more holding companies but 
remain subject to the Act by reason of 
their relationship to still another hold- 
ing company. The majority of these 
latter companies 
the Act as 
systems. 


systems. 


under 
integrated 


will continue 


members of 


I should like to analyze more closely 
the manner in which the disposition of 
this entire group of 334 electric com- 
panies, with assets of nearly $9,000,- 
000,000 has taken place. 

In point of size, the largest segment 
of assets divested is represented by dis- 
tributions by holding companies to their 
own security holders. Forty-nine com- 
panies with $2,600,000,000 
are no longer subject to the Act as a 
result of outright distributions of this 
nature. The full role of distributions 
has in fact been much larger, for the 
securities of 95 additional electric com- 
panies, with assets of $2,260,000,000, 
have figured in exchange and distribu- 
tion plans without, however, 
thereby to be subject to the Act. 


assets of 


ceasing 


Direct Public 

More than a third of the divested as- 
sets have been sold directly to the pub- 
lic. The stocks of 49 com- 
panies have been sold in this manner 
and sold, moreover, at prices which rep- 
resented very little discount from going 
market rates for comparable seasoned 
securities. 


Sale to 


common 


Over the last ten years the 
public has purchased a total of $3,250,- 
000,000 of electric company securities 
in connection with the 
program. 


divestment 


These first two types of disposition to- 
gether account for 90 per cent of elec- 
tric utility assets divested. The remain- 
der is made up of sales to public authori- 
ties, other utilities, and to individuals 
and non-utility companies. 

Sales to other utilities have involved 
small companies almost exclusively. 
Forty-eight companies have been pur- 
chased in their entirety by other electric 
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companies and 26 have sold a part of 
their properties to such companies. Ag. 
gregate assets of $360,000,000 have 
been sold in this way, primarily to 
larger companies able to integrate the 
smaller company’s operations with their 
own. Integration of operations has been 
achieved in numerous other instances 
through mergers and consolidations, 

The emerging picture is generally 
something like this: companies large 
enough to stand 
have usually found their way into the 
hands of investors, by sale, exchange 
or distribution. Smaller units have been 
sold to or merged with larger ones, or 
have been purchased by public authori- 
ties and individuals. 


on their own feet 


Continuing Regulation 


As indicated earlier, somewhat more 
than two-thirds of the electric and gas 
subsidiaries of registered holding com- 
panies have already been divested. Many 
of those remaining will also be divested. 
However, the Act is not, as frequent 
misconception has it, a completely self- 
liquidating instrument, but provides for 
continuing regulation of integrated in- 
terstate holding company systems. 

Among systems which will remain 
subject to the Act might be mentioned 
American Gas and Electric Company, 
Central and South West Corporation, 
The Southern Company, New England 
Electric System, Middle South Utili- 
ties, and West Penn Electric Company. 
I would like to look briefly at a few of 
the systems and point out some of the 
more striking changes which have been 
brought about in them during recent 
years. 

Central and South West Corpora- 
tion, for example, was evolved from the 
Middle West System, 
which in turn had succeeded Middle 
West Utilities Company. When Middle 
West Corporation registered under the 
Holding Company Act in December, 
1935, it had just emerged from. the 
bankruptcy proceedings of its predeces- 
sor company. Its registration statement 
indicated that it had 152 subsidiaries. 
including 62 electric or gas utility com- 


Corporation 


panies and fifteen sub-holding com- 
panies. Sixteen of the 152 subsidiaries 


were themselves in process of reorgani- 
zation under the Bankruptcy Act, and 
these in turn controlled an additional 
74 of the system companies. 

The bankruptcy proceedings cut 
through much of this corporate jungle, 
and Middle West itself did a great deal 
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of pruning in pursuance of Section 11 
requirements. Many of the smaller 
properties were sold or merged with 
other companies in the system. The 
common stock of large units such as 
Central Illinois Public Service Com- 
pany, Kentucky Utilities Company, 
Public Service Company of Indiana and 
Wisconsin Power and Light Company 
was distributed to Middle West’s stock- 
holders. 


Central & South West System 


Middle West is now well on the way 
toward liquidation, leaving behind it a 
number of well-regarded independent 
operating companies and the Central 
and South West system. This new sys- 
tem is limited to four electric utility 
companies of substantial size. Central 
and South West itself was formed by 
merging two sub-holding companies 
which between them had four outstand- 
ing issues of 6 per cent and 7 per cent 
preferred stock with dividend arrearaves 
totaling $16,000,000. These 
shares were retired at the redemption 
price plus accrued dividends as a result 
of the merger. As compared with com- 
bined common equity of 9.5 per cent 
prior to the merger, the new system had 
consolidated common equity equal to 
29.5 per cent of total capitalization and 
surplus. Central and South West has 
since been subjected to the test of mar- 
keting additional common stock and has 
successfully raised $6.5 million in this 
way. 


about 


New England Electric System _pro- 
vides one of the best examples of cor- 
porate simplification and redistribution 
of voting power. Its predecessor, New 
England Power Association, was con- 
trolled to the extent of 51 per cent by 
International Hydro Electric System. 
New England Power in turn controlled 
five subholding companies. A plan filed 
under Section 11(b)(2) of the Act set 
up New England Electric System as a 
new holding company and its stock was 
distributed to International and to se- 
curity holders in all six of the old hold- 
ing companies. As a result, a single 
issue of debt and common stock replaced 
eighteen securities of the old system. 
The interest of International was re- 
duced to 8 per cent of the voting pow- 
er; International is subject to an order 
directing it, among other things, to dis- 
pose of its interest in New England 
Electric. 

One of the most striking examples of 
over-all improvement has occurred in 
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the system of Electric Power & Light 
Corporation, itself a subsidiary of Elec- 
tric Bond and Share Company. At the 
end of 1935, Electric Power & Light 
had 31 subsidiaries, of which 10 were 
in a “great grandchild” position and 
one in that of a “great great grand- 
child.” The system had 39 publicly 
held bond issues and 19 publicly held 
issues of preferred stock. Dividend ar- 
rearages on the subsidiary preferreds 
amounted to nearly $18,000,000 and 
reached $23,000,000 by the end of 1938, 
not to mention the huge arrearages on 
Electric’s own preferreds. 

So complex was the system financial 
structure and so burdensome were the 
publicly held securities that Electric’s 
interest in gross income was only 10.6 
per cent. As divestments have occurred, 
Electric has invested the proceeds in its 
remaining subsidiaries. In 1948, the 
system’s gross income was nearly 50 
per cent greater than in 1935, despite 
the disposition of over half its subsidi- 
aries. The point of real interest, how- 
ever, is the fact that Electric’s 10.6 per 
cent equity in the gross income of 1935 
had grown to an equity of 68.7 per cent 
in the gross income of 1948. By reason 
of this improvement it was possible to 
set up a soundly capitalized and inde- 
pendent system headed by the new Mid- 
dle South Utilities, Inc., to control 
Electric’s utility properties in Arkansas, 
Mississippi and Louisiana. 


Security Sales Under the Act 


A substantial proportion of the inte- 
gration and simplification program— 
certainly more than half—is now com- 
pleted. We can now say with assurance 
that the prophecies of sacrifice prices, 
forced sales, and other alarms raised 
before Congress of 1935 and in the 
early days of the Act have proved 
groundless. As the Senate Committee 
which reported on the Act predicted, 
holding company investors have come 
out of the reorganization process with 
far better securities than those with 
which they went into it. They have 
obtained securities which represent a 
down-to-the-rails investment in local 
operating companies or regulated re- 
gional holding companies in substitu- 
tion for highly-leveraged and specula- 
tive holding company securities. 

These benefits to holding company in- 
vestors are not merely theoretical; they 
are supported by the judgment of the 
market place. The mere announcement 
by management of the filing of a major 
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Section 11 plan and particularly the ac- 
tual consummation of such a plan have 
customarily been followed by a pro- 
nounced rise in the market price of 
most—and sometimes all—of the securi- 
ties involved in the reorganization, 

The last ten years have, in fact, rep- 
resented a period in which operating 
electric companies have become almost 
incredibly stronger and healthier. More 
than $1,300,000,000 of inflationary 
items have been eliminated from plant 
accounts; ratios of depreciation reserves 
to gross property are up 150 per cent; 
interest coverage has increased from 2.9 
times to 4.3 times, and coverage of all 
fixed charges and preferred dividends 
is up from 1.9 to 2.7. Arrearages on 
preferred stocks have been 
eliminated. 


While total debt and preferred stock 
has increased by less than 4 per cent, 
generating capacity has been increased 
by 50 per cent and generation is up 150 
per cent. I do not wish to minimize the 
effect of the general economic climate 
in bringing about this improvement; at 
the same time, I believe, it is entirely 
fair to ascribe a great deal of this finan- 
cial improvement to the salutary effects 
of the Holding Company Act. 


virtually 


As I have indicated, Section 11 has 
gone far to place the industry in a posi- 
tion to finance its expansion soundly. 
Electric utilities which have been di- 
vested and are now independent have 
demonstrated their ability to command 
the confidence of the investing public. 

A holding company with an integrated 
system can also—and almost certainly 
should 


tal structure. 





assure its system a strong capi- 
Where the subsidiaries 
are wholly-owned, with no senior securi- 
ties in the hands of the public, the hold- 
ing company may properly issue its own 
notes or debentures in appropriate 
amounts. Some $125 million of such se- 
curities have been sold since the begin- 
ning of 1948 and have been well re- 
ceived by investors. 


Healthy Response to Common Stocks 


If the 


themselves 


subsidiary companies have 
issued senior securities to 
the public, as is usually the case, the 
task of the holding company is largely 
confined to providing common. stock 
equity. This is not always an easy task. 
Until quite recently, a new-money of- 
fering of holding company common 
stock was something known only to his- 
tory. The response from the investing 
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public, however, has been quite encour- 
aging. 

The real hurdle, in fact, is not the 
investor’s willingness to purchase hold- 
ing company stocks; it is, instead, the 
frequent reluctance of holding compa- 
nies to offer additional stock for sale. 
This reluctance does not appear to orig- 
inate with holding company manage- 
ments, although there are exceptions. 
Primarily, it springs from a peculiar 
species of stockholder group. ‘A few 
years ago, in particular, the uncertain- 
ties of reorganization plus general mar- 
ket factors sometimes resulted in very 
pessimistic appraisals of holding com- 
pany securities. This situation encour- 
aged speculative purchases by persons 
and groups seeking capital gains. These 
gains were frequently forthcoming, and 
in many cases were quite substantial. 


Speculation 


One might suppose that stockholders 
interested in speculative possibilities 
would be prone to take their profits and 
move elsewhere. Some, of course, have 
done precisely that. “There remain, 
however, substantial stockholder groups 
who wish to see holding company securi- 
ties retain a speculative flavor. In order 
to minimize their own personal income 
taxes, they prefer to see earnings stay 
in the business rather than to be paid 
out as dividends. They are bitterly op- 
posed to increasing or even maintaining 
the equity base through sales of addi- 
tional stock. Most of them wish to see 
senior securities heaped upon the finan- 
cial structure to increase the leverage 
inherent in their common stock position. 

Some of them go so far, in fact, as to 
advocate curtailment of new construc- 
tion so that new capital issues may be 
kept to a minimum. In brief, they wish 
to prevent holding company stocks from 
achieving genuine investment status— 
a status based on adequate and stable 
dividend income rather than upon 
sharply fluctuating market movements. 
While these groups ordinarily repre- 
sent no more than a relatively small 
minority, they frequently exercise a dis- 
proportionate influence upon the finan- 
cial policies of management. 

Needless to say, the SEC will fight 
this tendency wherever and whenever 
it appears. The purposes of the Holding 
Company Act would indeed be poorly 
served if integrated holding company 
systems were painstakingly created, after 
long and difficult effort by manage- 
ments and the Commission, only to be 
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turned again into topheavy vehicles of 
speculation. This must not be. 

The heavy demand for funds placed 
upon the industry by its construction 
program has subjected the philosophy 
of Section 11 to a concrete test. Funda- 
mentally, the mark of soundly organ- 
ized industry is its ability to raise funds, 
which is in turn the ability to command 
the confidence of investors. Obviously, 
an adequate portion of these funds must 
be in the form of common stock if in- 
vestor confidence is to be retained over 
any period of time. 

Thus far, the industry has met the 
test. In recent months we have all been 
encouraged by the increasing flow of 
equity money. I think it is quite clear 
that the industry of ten years ago could 
not have carried off this huge financial 
operation. Few holding companies 
could have raised funds, and most op- 
erating companies would have been ef- 
fectively limited to senior securities, if, 
indeed, they were in a position to mar- 
ket securities of any sort. 

11, scores of indi- 
companies were placed firmly 
upon their own feet and many holding 
company systems have been soundly re- 
organized. 


Through Section 
vidual 


Far from becoming saturat- 
ed during the process of transferring 
operating company ownership directly 
to the investing public, the equity mar- 
ket appears to have been both educated 
and stimulated. 


Electric Industry Commended 


Generally speaking, the industry is 
to be commended for the soundness of 
financial structure which 
tained. 


it has main- 
There are only a few compa- 
nies in the entire industry which have 
shown significant deterioration in capi- 
talization While debt ratios 
tended to rise during 1948, they were 
generally held within bounds and have 
shown some tendency to level off thus 
far this year. 


ratios, 


Retained earnings have 
played a large part in keeping equity 
ratios On an approximately even keel; 
actual sales of common stock, last year 
and this, have equaled less than 10 per 
cent of total funds raised for new money 
purposes, 

So long as the capital structure does 
not suffer materially, there is perhaps 
no reason to the situation with 
Yet I for one would feel more 
comfortable if equity were 
actually increased during periods such 
as the present when investors are look- 
ing very favorably upon utility com- 


view 
alarm. 


common 
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mon stocks. The construction program 
is not scheduled for completion tomor- 
row or the day after. 

Most companies will go to the public 
for funds once, twice, or several times be- 
fore even presently scheduled construc- 
tion is completed. There is certainly no 
assurance that markets for common stock 
will continue to be as favorable as has 
been the case in the recent past. Many 
companies simply cannot afford to gam- 
ble on the future in this respect; there 
are maxims aplenty demonstrating the 
folly of taking the long chance, and | 
leave it to you to supply your favorite 
characterization. 


Lease-Back Device 


While the industry as a whole has 
made an honest effort to keep capitaliza- 
tion ratios on a solid basis, I cannot re- 
frain from commenting briefly upon 
some exceptions. For example, a few 
companies have attempted to resort to 
the lease-back device. In view of the 
debt structures of most utility compa- 
nies, the imposition of long-term leases 
in any substantial amount is inappro- 
priate if not positively dangerous. 

One instance of this sort concerns an 
electric company with a capitalization 
comprised of 64 per cent debt and 36 
per cent common stock. I believe most 
utility managements would consider 
such a capital structure to have reached 
the upper limits of soundness. This man- 
agement displayed no such inhibitions. 
Needing new generating capacity, the 
company arranged to have a station 
built by a corporation created for the 
purpose and arranged further for the 
new plant to be financed entirely by 
debt. The company then proposed to 
enter into a leasing arrangement, there- 
by, in effect, creating prior lien debt 
in its own structure. Pro forma capi- 
talization ratios: 79 per cent debt, 21 
per cent common equity. 

The story does not end here, however. 
Because the transaction would have in- 
volved a parent-subsidiary relationship, 
the company was advised that it would 
necessitate registration under the Hold- 
ing Company Act. Thereupon the com- 
pany apparently gave up its leasing 
plans and concocted an alternative meth- 
od devoid of subsidiaries. The company 
now plans a private issue of mortgage 
bonds plus a public issue of interim 
notes. These notes are convertible, after 
about a year, into common and pre- 


(Continued on page 184) 
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You Can Lose Only Once 


By James H. McGraw, Jr. 


President and Chairman, McGraw-Hill Publishing Company 


An address before the Seventeenth Annual Convention of the EEI, Atlantic City, N. J., 


VER since my publishing career 

started on Electrical World, 34 

years ago, I have taken great pride 
in my association with the electrical in- 
dustry. So I welcomed this opportunity 
to survey with you the situation in which 
the industry finds itself today, and to 
suggest a course of action. 

As a publisher to the electrical in- 
dustry over a long period, 1 count myself 
as one of you and will continue to share 
whatever tasks need doing to improve 
our service to the public. Further, 1 
want to contribute whatever I can to 
help awaken the public to the dangers 
of economic autocracy which a central- 
ized government in Washington is at- 
tempting to impose upon us. It is in 
such a spirit that I use the term “we” 
in this discussion. 

It is my purpose to concentrate on the 
problem arising from the efforts of the 
federal administration, through its eco- 
nomic and fiscal policies, to socialize 
American industry in general, and the 
electrical industry in particular. ‘Those 
efforts have culminated in a series of pro- 
posals which already have been sub- 
mitted to Congress. The two most im- 
portant of these proposals, taken to- 
gether, constitute a pincer attack on our 
free industrial economy. 


Federal Taxation 


One prong is a continuing program of 
federal taxation on a scale that will crip- 
ple the capacity of private industry to 
finance its needs for new plant and equip- 
ment. The other is a grant of authority 
to the federal administration allowing it 
to provide new plant equipment when- 
ever the President decides that private 
industry is not, in his opinion, expand- 
ing adequately. 

Specifically, President ‘Truman con- 
tinues to urge that Congress approve an 
additional tax levy of $4 billion, largely 
on corporate profits. That would be in 
addition to the 38 cents that now is taken 
out of each dollar of corporate profit. 
If Congress takes more billions from the 
prospective profits of American industry, 
it will raise havoc with industry’s ability 
to supply itself with the necessary new 
plant and equipment. When advocates 
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of this program drain corporate profits 
on this high scale, they are draining the 
life-blood of American industry. And 
they know it. 


The Spence Bill 


The other prong of this drive toward 
socialism is called the Stability Act of 
1949, or the Spence Bill. I have de- 
nounced this bill as the most vicious pro- 
posal ever introduced in Congress. I 
repeat that charge here. 

The Spence Bill allows the Federal 
Government to take over by providing 
whatever industrial expansion govern- 
ment officials may deem necessary. This 
combination of purposes is vicious and 
dangerous. First it cripples the ability 
of industry to finance its own expansion, 
and then it authorizes government fi- 
nancing and government operation of the 
very expansion that it has prevented in- 
dustry from providing for itself. 

I have been criticized many times in 
high government and labor circles for 
calling that “Socialism.” Those behind 
the program apparently do not like that 
label. But I see no reason whatever to 
modify it. This program, in my opinion, 
is more deliberate, more determined, and 
more carefully planned than any similar 
socialistic program heretofore attempted 
in this country—even under the New 
Deal. 

In their struggle to socialize our basic 


industries, the proponents of the program 
can lose many battles and yet come back 
again and again. But industry can lose 
only once. For when we embark upon 
the nationalization of industry, it will be 
difficult if not impossible to reverse the 
process or to confine it. Nationaliza- 
tion is economic cancer in an advanced 
stage. 

Other of our industries are merely 
threatened with nationalization ; the elec- 
tric power industry is in process of be- 
ing nationalized today! 

Already, we have about $3 billion of 
public funds invested in federally owned 
or controlled power facilities. Already 
nearly 20 per cent of electrical power is 
generated in public plants. This pro- 
portion has doubled in less than ten 
years, and tripled in fifteen. It should 
be noted that the increase has been due 
almost entirely to expansion of federal 
plants. The ratio in non-federal public 
plants has stood almost constant, at 
around 6 per cent, during that period. 

And now, as the Hoover Commission 
reports, nearly $40 billion more of fed- 
eral investment is proposed, either di- 
rectly in power facilities or indirectly 
through power-dependent, water-control 
works. 


Government Competition 


The power from these massive projects 
will be marketed by federal agencies. 
These agencies are not subject to the 
same limitations or restrictions that en- 
compass your company operations. They 
have the backing of the Federal Govern- 
ment. And if the present $3 billion fed- 
eral investment makes your government 
an unfair and destructive competitor, 
what will be the situation when this in- 
vestment is increased by $20 billion or 
$30 billion or $40 billion? 

There is still another reason why I am 
concerned about this huge impending 
federal investment. Most of the con- 
templated facilities will be remote from 
the load centers, will require costly trans- 
mission, and will be developed at costs 
that would be shocking to trustees of 
private investment capital. 

But once built, these facilities become 
a dominant part of this country’s power 
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supply. It is one thing to fit 35,000 kw 
of Fort Peck power into the existing pic- 
ture, as has been done. It is quite an- 
other thing to fit 41,060,200 kw of au- 
thorized, underway, and proposed ca- 
pacity into existing systems. 

By sheer magnitude of this govern- 
ment investment and capacity, the ques- 
tion of government versus private own- 
ership will pass out of the realm of 
ideological controversy. And before the 
public is aware of it, the government will 
be in the power business so deeply that 
nationalization will have become an ac- 
complished fact, or an inevitable out- 
come. 


Drift to State Socialism 


What is responsible for this trend? 

The force behind this trend is, in part, 
a world-wide drift toward State So- 
cialism. This move had its advocates 
for many years, but it derived its great 
impetus from the desolation and despair 
caused by the depression that followed 
World War I. It was reflected in our 
own New Deal. It attained full stature 
in the police states of Hitler, Mussolini 
and Stalin. It is being vigorously pro- 
moted under Truman’s socialistic sub- 
sidy state. 

It is easy to understand why millions 
in Europe and Asia, even those who 
fought so gallantly and sacrificed so ut- 
terly during World War II, were sway- 
ed in their weariness and despair by the 
cruel promises of those who offered re- 
lief and security at the hands of govern- 
ment in exchange for freedom. 

But here in America, where our peo- 
ple enjoy the highest standard of living 
ever known to man, surely here are 
found neither soil nor climate favorable 
to the natural growth of socialism. Yet 
there are many in our government who 
are doing their utmost to transplant it 
and to nourish it here. 


The 
What a travesty it is that the govern- 
ment of the nation to which the whole 
world is turning for moral and material 
support should even now be contriving to 
undermine the institutions that make us 
able to help our friends abroad! 


Threat of Nationalization 


But aside from the world-wide situa- 
tion, the trend toward nationalization in 
our power industry is due also in very 
considerable measure to conditions with- 
in the electric power industry itself. 

Puliic opinion was inflamed and the 
whole industry—good, bad and _indif- 
ferent alike—was discredited in the pub- 
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lic esteem by the actions of some people 
during the “era of wonderful nonsense” 
following World War I. 

Yet the generally fine record of the 
industry since its inception, its splendid 
accomplishment in the late thirties, and 
its incomparable performance during and 
since the war, have not had deserved 
recognition. Our lack of unity as an in- 
dustry and our lack of courage have pre- 
vented us from building a return to pub- 
lic esteem and recognition which our 
record justifies. 

Further, clever propaganda which has 
taken seed both in government and in 
business circles has convinced many sin- 
cere believers in the free enterprise sys- 
tem that socialism in the power field is 
somehow different from other forms of 
socialism. 

There is our situation today. If we 
are to stop the trend toward nationaliza- 
tion, we must recognize that both these 
conditions I have mentioned—the world- 
wide trend to socialism and the special 
vulnerability of our own industry—have 
their sources in public attitudes. And 
the attitudes of any person toward “the 
utilities” is primarily his attitude toward 
his own utility. 


Education of Customers 


Obviously, then, our first task is to 
back up the intelligent, sincere and con- 
sistent performance of each company by 
equally vigorous education of its cus- 
tomers as to the essentials of that per- 
formance. Good performance alone is 
not sufficient. It must be sold to your 
customers, or else they will take it for 
granted. 

For example, each company or system 
has the opportunity and the responsi- 
bility to tell its own public something 
about the engineering skills, the organi- 
zation, the equipment and the capital 
funds that are necessary to provide 
proper service, and why the service it 
provides is adequate or inadequate. Its 
customers should know where the funds 
come from and what 
necessary to keep them coming. 


conditions are 
They 
should be shown simply and convincingly 
the effect of government policies on the 
flow of those funds. 

Many people still have the false no- 
tion that federal power projects provide 
yardsticks to keep private rates under 
control. They can be shown that this 
notion is a myth and that, quite to the 
contrary, the taxes paid by the private 
utilities help to make up the deficits of 
federal operation. 

A postwar congressional study asserts 
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flatly that the rates now charged by 
existing federal power sources must be 
more than doubled if. the projects are 
to pay their way. Do your customers 
understand that when Congress voted 
the money for those projects, it was 
promised that they would be self-liqui- 
dating? 

Your customers are not yet aware that 
they have more to fear from the unregu- 
lated monopolies of Big Government and 
Big Labor than from the regulated 
monopoly in the power field. 


Where Power Is Socialized 


Most important of all, most people 
do not realize that nationalized power is 
failing, wherever it has been tried—not 
only abroad but in our own country! 
You know that in France, where the 
power industry has been nationalized for 
two-and-a-half years, rates have been 
boosted as much as 1000 per cent in some 
areas. Despite this, the utility opera- 
tion there is in red ink. Moreover, the 
French power industry is so over-cen- 
tralized and so infected with politics that 
good service at reasonable rates is out of 
the question. 

You know that the British people have 
had a similar experience with their ex- 
periment. The British Electricity Au- 
thority took over a little more than a 
year ago and already has failed by 50 
per cent to meet its capacity schedules. 
Shortages will continue at least until 
1953. Even now rates are being stand- 
ardized by bringing the lower-priced dis- 
tricts up to the higher. Note that in 
practice on that nationalized system, the 
leveling of rates is upward, not down- 
ward as our people are led to expect. 

You know this, but do your custom- 
ers? And, particularly, do they know 
that on our own Pacific Coast is a fine 
example of the difference in actual per- 
formance between private and Federal 
power? Here is proof which is close to 
home. 


Northwest Story 

The Pacific Gas and Electric Com- 
pany, serving northern California, came 
out of the war with very little reserve 
capacity. Up the coast, the Pacific 
Northwest Power Pool, dominated by 
the Bonneville Power Authority, was a 
little better off, but faced an equally 
urgent task of increasing capacity to 
meet an expanding demand. 

Both went to work, but with dramati- 
cally different results. By the end of 
1948, northern California had ample 
power for every need, and now is safe 
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for the future, thanks to the aggressive 
action of the private company. But in 
the Northwest, where the Federal gov- 
ernment, through Paul Raver of the 
Bonneville Power Authority, has pub- 
licly assumed responsibility for area gen- 
eration, power curtailment and even ra- 
tioning will continue for years. With 
a present deficiency of 100,000 kw and 
prospects of 600,000-, and 700,000- and 
800,000-kw deficiencies in the future, the 
economy of the Northwest may be set 
back for a long time to come. 

The details of that story might startle 
some of your customers. For example, 
President Truman, who through ignor- 
ance or worse, accused Pacific Gas and 
Electric of having “so little faith in the 
future of its area that it refused to be 
ready to meet the load,” himself con- 
tributed to the sad condition in the 
Northwest by stopping new federal con- 
struction projects, including McNary 
Dam, for six months. 

I warn you it will take courage to 
educate your customers to these and simi- 
lar facts. 

But despite critical reactions, you must 
not pull your punches. We dare not risk 
further nationalization of industry from 
the beachhead that has been established 
in the power industry. The public must 
learn that socialism is reactionary, that it 
is the oldest fraud in history, that only 
freedom is new and progressive. 


Recruiting New Manpower 


Yet we are not going to awaken the 
public unless we ourselves are thoroughly 
awakened to the threat that confronts us. 
We must be aroused to the point that we 
do something about the greatest internal 
problem of our industry—that is, the re- 
cruiting of manpower to fill more of the 
seats of management with younger, more 
vigorous men. Probably the greatest 
tragedy in the whole situation arises from 
our past failure to recruit, train and pro- 
mote manpower adequately; to provide 
ample incentives and the opportunity for 
teal advancement on a merit basis; and to 
allow intelligence and ability to move 
freely between companies. There has been 
too much bureaucracy in the utility field, 
with all that term implies of inflexibility, 
slowness of action, and complacency. 

Our companies should now be putting 
their management into the hands of 
youthful, imaginative, dynamic leaders, 
who will face their tasks with the same 
high spirit that drove their distinguished 
forebears. They must have the quali- 
ties of vision, imagination, boldness and 
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resourcefulness, coupled with a driving 
power that will insure progress through 
difficult times. Above all, they must 
have courage and high integrity. To 
bring forward quickly more young, com- 
petent and courageous men is the para- 
mount task of management today. If 
this is not done, the utility industry will 
soon be dying at the top. 


Young Leadership 


With young leadership, the companies, 
in close cooperation with able and com- 
petent manufacturers, can continue their 
research to broaden the field of electrical 
power, in industry, in the home and on 
the farm. They can consistently reduce 
the cost of generating and delivering 
energy to the customer. That quest 
must remain, as always, the cornerstone 
of a progressive and prosperous industry. 

If we are sufficiently aroused, the in- 
dustry will develop the unity now so 
tragically lacking. I am told that the 
membership in this Institute, largest and 
most influential group in the industry, is 
something less than 200 operating com- 
panies. Yet the Federal Power Commis- 
sion lists 314 Class A and B operating 
companies. 


Lack of Unity 


I do not know of any other major in- 
dustry so lacking in unity; and no in- 
dustry in America needs unity so much. 
The American Association of Railroads 
includes 90 per cent of the Class One 
roads. The American Petroleum Insti- 
tute includes better than 90 per cent of 
the top companies. 

The time has come when utility men 
must recognize that no issues within the 
industry can be permitted to obscure the 
common grave issue I here present. In 
the face of common danger, it is time to 
call a truce on all internal differences, 
resentments, jealousies and antagonisms, 
whether they be personal, regional, tech- 
nical or economic. 

No section of the industry can help 
itself in the long run by ridicule of an- 
other part. No company can take ad- 
vantage of, or call public attention to, 
the mistakes or misfortune of another 
company without weakening the public 
confidence upon which its own security 
rests. Neither can any of us afford to 
ignore the needs of a neighbor. 

For years, many utility operators have 
viewed the federal government’s in- 
vasion of the power business with com- 
placent detachment. It was a long way 
from home to the Tennessee Valley, the 
Pacific Northwest and the Arizona-Cali- 
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fornia desert. ‘The strong, cohesive sys- 
tems north of the Ohio and east of the 
Mississippi found it easy to write off the 
isolated federal plants such as Fort Peck, 
Denison, and Norfolk, whatever may 
have been their misgivings as to the 
principles involved. 

But today when I look from my office 
window at the broad expanse of the 
Hudson River, I see an outstanding 
power river. Since Congress approved 
the New Johnsonville steam plant, the 
federal planners no longer are tied to 
mountain streams. Today the Hudson 
has become a magnificent federal power 
river. It is full of condensing water, 
and a vast market lies only a block away. 

And what is true of the Hudson is 
true of the Delaware, the Ohio, the 
Potomac, the Illinois and the Connecti- 
cut—to mention but a few. Today, fed- 
eral competition is as real a threat in 
the East as it is in the West. I find it 
dificult to remain detached or smug and 
complacent in face of a 40-billion-dollar 
investment program for Federal Power. 

No, so long as you are in business, you 
cannot detach yourself from the fight 
against socialism. And so long as you 
are in the electrical power business, you 
cannot detach yourself from any part of 
the fight against nationalization of 
power. As to that basic issue, every man 
in the industry must have a national as 
well as a local viewpoint. 


Three Choices 


The time now has come when the 
power industry must face up to the reali- 
ties of its present and prospective situa- 
tion, and must decide on a course of ac- 
tion. As I see it, there still remain three 
possible choices : 

First, it might accept the present situa- 
tion as being beyond remedy and elect to 
live with federal power as a neighbor 
and competitor while resisting further 
encroachment. In my judgment, such a 
position is untenable. That surely is a 
forlorn hope. Any effort merely to pre- 
vent extension of federal power would 
be interpreted to and by the public as 
obstruction for self-interest alone. 

Second, the industry might move to 
buy and absorb existing federal power 
facilities. However desirable such a 
course might be, from a technical and 
economic viewpoint, I do not believe that 
it would be politically feasible at this 
particular moment. But we cannot 
stand still. 

This leaves a third possible course. It 
rests on the accepted principle that elec- 

(Continued on page 223) 
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We Must Sell to Live 


By James H. Jewell 


Vice President, Westinghouse Electric Corporation 


An address before the Seventeenth Annual Convention of the EEI, Atlantic City, N. J., 
May 31, 1949 


OWN through the years, this 

annual meeting of the Edison 

Electric Institute has become 
not only a place for discussion of the 
current problems of the electric utility 
industry, but, more and more, it has 
given the electrical industry an opportu- 
nity to discuss future problems and try 
to foresee what lies ahead. 

This year, you finally see the turning 
point in the race between generating ca- 
pacity and peak load. Of course, all 
financial problems have not been solved, 
but you are facing these problems with a 
feeling of greater assurance than I be- 
lieve was the case a year ago. 


Best Defense Is Expansion 


More of your attention this year is 
focused upon the basic problem of all 
private industry. That is, preservation 
of our great American system of private 
enterprise. Mr. McGraw has already 
pointed out that our American system 
depends upon our willingness to aggres- 
sively defend it. I certainly agree with 
him and say that our best defense is to 
expand our services and continue to con- 
tribute still more to the American way 
of life that we all cherish. 

In the past, the electrical business has 
always been vigorous because it has con- 
tinually expanded its frontiers. Look- 





hig. 1—Reserve Margins in Generating Capacity 


1946 to 1951 
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ing to the future, we can go forward 
only by widening the scope of our ser- 
vice. In other words, “We Must Sell 
to Live.” 


Are We Ready to Sell? 


Your first question may be, “Is 
enough electric power available to start 
aggressive selling?” So, let’s see if the 
tight power situation is about 
From available data, Fig. 1, it appears 
that this year the electric utility indus- 
try, during the period of highest peak 
load, should have a margin of reserve 


over. 


PER CENT 


capacity of 10 per cent. This margin 
will progressively increase to 17 per cent 
by 1951. 

Your survey also shows that while 
the margin varies in different sections, 
practically all of the country will have 
a minimum of 13 per cent margin by 
1951. 

A year ago, Mr. Price, President of 
Westinghouse, presented to you fore- 
casts of the future growth in the use of 
electric power. (See Fig. 2.) To meet 
these forecasts requires about 5.5 per 
cent annual increase in power sales un- 
til 1957. Two years ago, your annual 
increase was 14.6 per cent; last year 
10.5 per cent; this year it is running at 
6.3 per cent. Now is the time to take 
steps to keep this trend from dropping 
further. 


Volume Needed Now 

Manufacturing capacity is no longer 
a problem in the electric industry. Tur- 
bine generators are being produced to- 
day about as rapidly as the country can 
use them. Within the last four months, 
we offered to re-schedule for earlier 
shipment about 80 per cent of the large 
turbine generators we have on order. In 
most of the cases, these earlier shipments 
were welcome, but the general impres- 
sion was obtained that the equipment 
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Fig. 3—Heavy Power Apparatus Delivery Fig. 4—Delivery Schedules for Distribution 


Schedules 


production demand had at least gotten 
pretty well in step. 

There is also improvement, in the 
production situation, in three other lines 
of heavy power apparatus (see Fig. 3). 
Equally impressive improvement has 
been made in delivery of distribution 
apparatus and motors, Fig. +—many of 
the active types and ratings are now in 
stock. 

I think that the electrical manufac- 
turers generally have expanded to meet 
the requirements of industry. The three 
larger manufacturers, Fig. 5, are typical 
of the industry. Their output on a 
dollar basis last year was about five 
times what it was before the war (see 
Fig. 6), and this was done with an in- 
crease of 150 per cent in investments 
in plant and equipment. 











1935-39 
AVERAGE 


Fig. 5—Expanding Production of Electrical 


A lachinery 


t 


Even with no capacity bottleneck, 
may still be questioned whether now 
the time from an economic standpoint to 
start aggressive selling. In manufactur- 
ing there may be a short period during 
which lower volume will bring more 


Ts 


s 


profits. For example, we can cut out 
expensive overtime, carry out cost re- 
duction programs, eliminate the opera- 
tion of inefficient plant sections, and we 
can also save money on such basic com- 
modities as steel. First results of opera- 
tion at a lower level may lull us in the 
manufacturing thinking 
selling 


into 
aggressive 


industry 

we do not. need 

RIGHT NOW. 
Deceptive Temporary Conditions 


Also, in the electric utility industry, 
you will have a period during which op- 


$ BILLIONS 


Apparatus and Motors 


eration with greater reserve capacity 
may be mere profitable to you. You can 
shut down your inefficient generating 
stations. Should any load drop off, it 
will probably be some of your lowest 
price load and you may be tempted to 
hold off on aggressive selling because 
things look temporarily better from a 
financial standpoint. 

But, any temporary which 
will come with these lower load factors 
can be very deceptive and cause danger- 
ous delays in starting aggressive selling 


benefits 


programs. 

One factor in this situation is that the 
electrical manufacturing industry must 
continue to be able to pass on to the 
public all of the benefits of quantity pro- 
duction. 


The price of electrical products (see 





Fig. 6-—Electrical Manufacturing Expansion 


in Plant and Dellar Output 
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Fig. 7—Price of Electrical Products 


1939 to 1948 


Fig. 7) has gone up only 38 per cent 
since 1939, while material costs have 
gone up 76 per cent, and labor rates 90 
per cent. The price index of all prod- 
ucts, except farm, has increased 101 per 
cent. This situation has been possible 
due to greater volume and increased 
mass production. It is vital to continue 
to keep electrical products at a lower 
comparable level than other lines of 
manufactured goods, to insure our share 
of our customers’ dollar. To do this, 
we must have volume production. 

In the utility industry, you have also 
prospered by keeping the price of your 
product low. But, I think all of you 
will generally agree that your ability to 
do this has been to a large degree con- 
tingent upon the expanding volume of 
electric power. 


High Load Factor 


Last October, Mr. Edward Vennard, 
Vice President of the Middle West Ser- 
vice Corporation, presented a study of a 
hypothetical utility company. This study 
clearly showed the advantages of load- 
ing your plants close to capacity and the 
f resultant 


tar greater return to 


stockholders. 


your 


This study would have shown an even 
greater necessity for increased selling if 
it had been on the basis of keeping load 
factor HIGH rather than just keeping 
reserve Capacity at a minimum. 

In a recent brochure discussing man 
agement’s efforts to make profit with a 
lower volume, Ford, Bacon and Davis 
published a chart for a typical manufac- 
turing company. It very clearly shows 
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CAPACITY PER CENT 


Fig. 8—Graph Showing Area in Which Minimum 


Customers Are Served at a Loss 


how rapidly profits go up with greater 
volume. I think these fundamentals also 
apply to a public utility company. Any 
company’s profits are closely related to 
its ability to maintain volume produc- 
tion. This was a great lesson many of 
us learned again in the last war. 


Selling Is A Service to Your Customers 

This need for aggressive selling is not 
one which can be completely gauged by 
a study of financial reports. The elec- 
tric utility industry is one of public ser- 
vice. One of your most important pub- 
lic services is to provide leadership for 
the electrical manufacturers, distrib- 
utors, and dealers in carrying the bene- 
fits of electric power to the American 
people. Here are three illustrations of 
why this leadership is needed: 

First, the industries which you serve 
need all of the benefits of new ways to 
use electric power to be competitive in 
their respective fields. Unless you carry 
to them the story of these benefits, many 
of them may not be able to live in to- 
day’s competitive market. This is par- 
ticularly true of your smaller industrial 
customers. This may affect the economy 
of the whole area you serve. 
are not aggressive, 
competitors will have the advan- 
tage of competing with a complacent 
opponent. 


Second, if you 
your 


You are familiar with what 
has been accomplished in the LP-Gas 
field; that industry has had an aggres- 
sive sales program and it sold 620,000 
ranges in 1947 and 728,000 more in 
1948—this means the loss of nearly 114 
million potential users of electric ranges. 
Think of how much easier your range 


campaign would be if you had not lost 
these customers. 

Third, at a meeting of the National 
Electrical Manufacturers’ Association in 
Chicago in March, Mr. J. W. McAfee, 
President of the Union Electric Com- 
pany, pointed out that many of your 
minimum customers are served at a loss 
(see Fig. 8). Now, while people are 
spending money on new homes and mod- 
ernization, is the time to compete with 
the plumbers and interior decorators for 
your share of the householders’ dollar 
and change your unprofitable customers 
to profitable ones. 


A Great Potential Market 


Also, you have a tremendous poten- 
tial market for the sale of your product. 
Some of the private utility companies 
in the Pacific Northwest last year had 
an average residential usage of electric 
power of over 4500 kwhr. This is three 
times your national average. Even a 50 
per cent increase in the residential load, 
where a large part of your profit comes 
from, would greatly improve the finan- 
cial situation of any utility company. 

I could keep on citing examples, but 
I will sum up by quoting a statement 
made by Mr. Philip Sporn, President of 
the American Gas & Electric Company, 
on March 29: 

“There is no question in my mind that in 
promoting electric use we are helping bring 
about better production, better living, and a 
better society. In order to make people realize 
that, it is necessary to carry on continuously 
that process of persuasion known as selling. 
It, too, has always been important and has 
been recognized as a vital force in the de- 
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AVERAGE SALES 


AND 


PROMOTION EXPENSE 


1939 


Fig. 9—Sales and Promotion Expenses 


1939, 1948, 1949 


velopment of the electrical industry. Its im- 
portance was never greater than right now.” 


What is the Situation Today? 


We wished to know how. aggressively 
the utility industry was selling power to- 
day, so we selected a number of our key 
salesmen throughout the country and 
asked them to interview utility execu- 
tives and bring back the story of what 
the utility industry today is doing to ag- 
gressively sell power. I think their 
story will be of great interest to you. 
This survey was made within the past 
few weeks and it covered 62 leading 
utility companies who serve about 60 
per cent of the meters of the business- 
managed electric operating companies. 

The first question asked was: “Is your 
power situation such that there are limi- 
tations on the promotion and sale of 
power consuming equipment in the area 
you serve?” Forty-five companies an- 
swered, “No,” to this question. Of the 
17 companies, which are limiting their 
commercial activities, most of them will 
remove these limitations in 1950 or 
1951. 

The next question was: “dre you en- 


couraging new industries?” 
12 


All except 
said they are urging new industries 
to come into their area. Also, 44 of the 
62 companies are urging their present 
customers to expand their use of power. 

The next question was: “Are you 
urging dealers to vigorously promote 
the increased use of residential, commer- 
cial, and farm. electrical equipment?” 
Forty-seven companies answered “yes,” 
but 15 said they were not actively en- 
couraging dealers to sell more equip- 
ment. 

The general conclusion from this part 
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: EMPLOYEES IN 
| SALES and PROMOTION 





200 








Fig. 10—Average Number of Employees in Sales 


and Promotion—1939, 1948, 1949 


of our survey is that roughly 75 per cent 


of the electric utility industry feels that 


it is in a position today to aggressively 
push the increased use of electric power. 

Our survey was carried further and 
we asked the same utilities if they would 
tell us the amount of money in their 
sales and promotion budgets this year, 
for last year, and for 1939. Also, how 
many men in the company were devoting 
their time exclusively to sales and pro- 
motion in 1949, 1948 and in 1939. 

While answers were not secured from 
all 62 of the utilities, a sufficient num- 
ber gave us figures (see Fig. 9) to serve 
as a definite guide to the general situa- 
tion. 


Less Selling Today Than Pre-War 


It was surprising to us that on a con- 
nected meter basis, a smaller amount is 
being spent today for selling than in 
1939. Even when you allow for the 
fact that a few of the companies reduced 
their budgets due to going out of the 
appliance business, these figures are still 
very startling. 

Consider the large increase in sales 
costs since 1939—higher salary levels, 
higher training expense, more costly ad- 
vertising, etc. Also in 1939, we were 
coming out of a depression and most 
budgets were still held rather tightly; 
we were definitely not in a period of 
easy money. 

Now let’s consider the manpower 
situation. A few companies need fewer 
employees in the Commercial Depart- 
ment because they have discontinued the 
sale of appliances. But the many new 
uses of electric power in all of your 
markets should require more commer- 
cial employees in an average utility com- 


pany. Before the survey was made, we 
felt sure that we would find almost as 
many employees per connected meter; 
instead, the number has been reduced 
by one-third (see Fig. 10). This survey 
indicates that the utility industry has a 
big job ahead in building its sales or- 
ganizations, 


Expanding Sales Organizations Take Time 
and Money 

Unfortunately, aggressive selling op- 
erations cannot be turned on and off at 
will. It requires at least a year to build 
up a selling organization in a very 
small manufacturing company and prob- 
ably two years in a moderately large 
company. In the Westinghouse Com- 
pany, we find it takes from two to three 
years to train a technical graduate for 
industrial sales work. 

In a paper presented at this annual 
meeting last year, Mr. George E. Whit- 
well, Vice President of the Philadel- 
phia Electric Company, gave some fig- 
ures which indicate that a similar length 
of time is required in the utility indus- 
try. Sales training programs are neces- 
sary, customer education plans must be 
developed, and many new techniques of 
mass selling must be introduced into 
your power sales field. 

We have been working for three years 
to expand our sales organization so that 
we would be ready for the present buy- 
ers’ market. It has been a costly and 
dificult job. It has cost from six to 
ten thousand dollars to train each tech- 
nical graduate to a point where he can 
assume responsibilities as a salesman. 
During the past three years, we have em- 
ployed for training a number equal to 
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about 50 per cent of the total men we 
now have as salesmen. And yet even 
with this extensive training program, 
Our net increase in number of salesmen 
to date has been very small, due to re- 
tirements, turnover, and the length of 
time it takes to train them. 


We Have Great Selling Problems 


Another important factor is that elec- 
tric equipment and electric power sell- 
ing today is far more complicated than 
it was before the war. This is due to 
increased complexity of apparatus and 
greater ramifications in business. For 
example, one utility executive stated that 
15 years ago a 5-and-10-cent store was 
considered just an incidental new com- 
mercial load of 10 or 15 kw demand. 
Today, a 5-and-dime store of similar 
size has a demand potential of from 
200 to 300 kw. 

In order to sell such a load, it may 
be necessary to have a power sales rep- 
resentative visit the chain-store head- 
quarters. You may also have to bring 
in your specialists in lighting and air 
conditioning for discussions with con- 
sulting engineers in distant cities. The 
particular utility which I have in mind 
has one man devoting his full time to 
selling power to the syndicate head- 
quarters of chain stores operating in 
their area. 


An example of what can be done by 
utility guidance of manufacturers and 
dealers was illustrated last summer in 
a large eastern city. This utility com- 
pany had excess generating capacity 
during the summer and was anxious to 
add as much air conditioning load as 
possible. However, in the downtown 
area, the secondary network system was 
heavily overloaded. By guiding the 
sales activities of the air conditioning 
manufacturers and dealers, this utility 
was able to add a large air conditioning 
load in the area where equipment was 
available to serve it, and save embarrass- 
ment in the downtown area. 

So we can conclude capacities and 
reserves in most of the parts of the 
country are rapidly approaching normal 
and with the drop off in business, which 
we have all felt so far this year, many 
of you have kilowatthours for sale now. 
There is already evidence that this will 
be true to even a greater extent before 
1949 draws to a close. We, in the man- 
ufacturing business, need orders now 
for equipment and products which use 
electric power. 
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The President’s Address 


(Continued from page 171) 
national policy consistent with the ideals 
of our democracy. 


In summary, I submit that our chances 
of survival depend not only on the char- 
acter of our own performance, but also 
on the public reaction to the drift to- 
Let us go 
forward, then, with a firm determination 
to maintain a record of service which 
will merit public support and let us have 
faith that the American people, when 


ward socialistic philosophies. 


aroused to the dangers of socialism, will 
repudiate the doctrines of its advocates 
and refuse to surrender their freedom, 

In conclusion, I wish to express my 
deep appreciation of the opportunity to 
have served you during the past year 
and to testify to the high standards of 
performance maintained by the Board of 
Directors, staff and committees of vour 
Institute in advancing the interests of 
the electric industry to the benefit of the 
American public. 


Section 11 and a Strong Utility Industry 


(Continued from page 176) 


ferred stock; they are payable at their 
1951 not in cash but in 
common and preferred stock at the con- 
version ratio. 


maturity in 


It is most encouraging that the great 
majority of utility companies have taken 
the longer view and refused to 
entertain financing policies such as those 
just described. You may be assured that 
the SEC, for its part, will continue to 
stand for conservative 


have 


capital struc- 
tures and can always be counted upon 


to assist companies subject to its juris- 
diction in achieving balanced financial 
programs. 

Strong, individual operating compa- 
nies and compact new holding company 
systems have emerged as a result of the 
Section 11 program. The industry has 
acquired the invaluable confidence of 
the investing public. If that confidence 
is fostered by sound financial policy, I 
feel certain that the days ahead will be 
the best in the industry’s history. 





You agree, I am sure, that selling can 
stimulate through persuasive and en- 
thusiastic action, but this action must 
be brought about by an organization of 
sales people which cannot be bought in 
the open market place but must be de- 
veloped. Also, I believe you will agree, 
generally speaking, we are ready to sell. 

But, do we in the electrical industry 
have something real to sell and are there 
real rewards for selling now? First, and 
better 
and cheaper ways of bringing about a 
still higher standard of living. This will 
be evidenced in finer transportation sys- 


very important, we have new, 


tems, more and better recreational fa- 
cilities, safer cities to live in, even finer 
employees, 
per worker, and 
homes that are better to live in. 

Also, we have an industry that chal- 
lenges the very best that is in us and 


working conditions for 


greater production 


will continue to challenge the future 
generation with plenty of room to grow. 
The electrical industry is still a young 
industry and one which will develop in 
directions that today are only dreams in 
our laboratories. 


But, even more important, I sincerely 
believe that one of the fundamentals of 
a free economy, which everyone of us in 
this hall wants for his children, is the 
right and the will to sell. There are no 
goods or services to sell in a communistic 
economy. Our free economy has the best 
and, in fact, its only chance to survive 
if we continue to sell a higher standard 
of living on a sound basis. 

We, in the electrical industry, can- 
not be complacent. We can ill afford to 
make some immediate savings and a lit- 
tle better showing by taking it slow and 
not being aggressive in selling our wares 
today. We are one of a number of great 
industries and we must assume our right- 
ful responsibility in this fight for free 
enterprise. Our industry will not thrive 
on a diet of complacency. There are 
those who would like to see us adopt a 
passive attitude. Our destiny is now in 
our hands—our time of great opportu- 
nity is here. 

If we return to being a strong ag- 
gressive selling industry we will grow, 
and be free and live, but we MUST 
SELL to live. 
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Controlling Costs: The Power Industry’s 


Achievement and Opportunity 


By Philip Sporn 


President, American Gas & Electric Service Corporation 


An address before the Seventeenth Annual Convention of the EEI, Atlantic City, N. J., June 1, 1949 


HE ELECTRIC power industry 
has within the last decade estab- 
lished three outstanding records of 
performance. I need mention these only 
briefly. In the war, not only was a great 
job done in making available all the 
power needed to bring to a successful 
termination the nation’s defense and war 
efforts, but the power was never too late. 

The distinctive part of the job, how- 
ever, was not the adequacy of the sup- 
ply, but its achievement with an economy 
and precision of means—with a finely de- 
termined minimum demand on the na- 
tion’s limited manpower and resources— 
unapproached by the accomplishment of 
any other industry. 

When in the face of an expected de- 
cline in demand, following the end of 
the war, demands for power not only 
did not go down but started growing 
at an unprecedented rate, the power in- 
dustry met the new demand, and pro- 
jected, and is now carrying through, an 
expansion program that for size and 
scope is unprecedented in the annals of 
this country’s power industry or of any 
other industry. 

The third record achievement is that, 
in the face of all factors that would indi- 
cate the contrary—in spite of heavy in- 
creases in costs of labor, materials and 
supplies, including fuel which is _per- 
haps the most important single item of 
supplies in the operation of electric 
power systems—the cost of electric ser- 
vice rendered by the utilities has not only 
not increased, but in many cases has con- 
tinued to go down during all of the last 
eight years; the decline was not arrested 
even by the heavy postwar inflation. 





Our Wartime Record 


The record of the industry in wartime 
has perhaps been well enough established. 
Now and then there appear some indica- 
tions that warrant the suspicion that it 
has partially been forgotten, or even that 
efforts are being made to change the rec- 
ord. Nevertheless, I believe that we can 
aftord to rest on the record. 

But the meeting of the postwar in- 





Mr. Sporn 


creased demand for electric service in this 
country, and the expansion program that 
Wwe are now in the midst of, and will 
most certainly complete, has elicited 
without question the admiration of that 
part of the world which has the slightest 
comprehension of power and its signifi- 
cance in the modern social-economic 
scheme of things. 


Does the Public Know? 


Have we established that fact clearly 
and firmly in the minds of all the people 
whose opinion of the character of the 
job we are doing is important to our wel- 
fare? Do all our municipal and state 
officials know it? Do our representa- 
tives in both Houses of the Congress 
fully grasp it? Does the general public 
know it? I doubt it. True, we have 
been saying a great deal about it in the 
last year or so. But we became articulate 
late in the day so to speak: Originally 
the industry tried, subconsciously per- 
haps, to hide the realities of its expan- 
sion even from itself. 

Yet, what other nation playing a domi- 
nant part in the affairs of the world has 
met the challenge of the power problem 
as we have met it? Russia? France? 
Great Britain? Canada? We haven't 
any statistics that are too reliable on Rus- 


sia, but from what we have, and from 
the precise information available on the 
performance in the other three countries, 
there is no question that the performance, 
electric power-wise, of any of the four 
nations that I have mentioned doesn’t 
begin to approach the record established 
by the electric power industry in the 
United States. 


Results of Foreign Nationalization 


Independently of the fact that the 
United States electric power production 
is over 50 per cent greater than the com- 
bined production of Canada, France, 
England and Russia, the growth in pro- 
duction of the United States has been far 
greater in the past decade than in the 
four countries combined, and has repre- 
sented an increase of 122 per cent in this 
country, as against a maximum of 60 per 
cent for the four-country combination. 
And it is not unimportant to point out 
that whereas all energy production in 
France, England and Russia is today na- 
tionalized, and a substantial percentage 
of the Canadian production is in govern- 
ment hands, over 80 per cent of the 
United States production is carried out 
by private industry. 

But it is on the unique job we have 
done in keeping costs of our service down 
while the cost of the components enter- 
ing into service have been steeply rising, 
that we have likewise done the poorest 
job in telling the true story of our 
achievement. 

I have been asked time and again by 
members of regulatory commissions, by 
a good many of our large consumers, by 
professors of engineering at some of our 
leading schools, and by professional 
economists, for an explanation as to how 
we have been able to control costs as well 
as we have. The reason these people 
asked the question is because they truly 
didn’t know, and they were interested. 
They didn’t and don’t know because we 
haven’t told them: And that I think is 
bad. 

Now why haven't we told that story? 
There are a number of reasons. But I 
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believe that perhaps the principal reason 
for the failure to tell this story is the 
lack of comprehension on our own part 
as to what is behind the cost performance 
that we have turned in over the past 
cecade. 

To the extent that that is the case, the 
situation is even more grave, and | 
would like to remedy it in this talk and 
to show what is behind this apparent 
miracle. Of course there will be time 
only for bringing out the highlights. But 
if we can find the main factors that have 
helped bring about the performance that 
we have turned in; if we chart what is 
ahead, and particularly whether the same 
factors that have been taken advantage 
of in the job that we have done to date 
will or will not still be available to us 
in the years to come, we should be in bet- 
ter shape to plan what we must do to 
control costs to be able to continue to 
keep rates down as much as they can be 
kept down, and so to be able to continue 
to make electric energy and electric ser- 
vice the best consumer buy in the entire 
social-economic field. 


Analysis of Cost of Service 


I believe that this is most important 
considering that we may not be able to 
complete the present expansion cycle 
without some further rate adjustments. 
Under these conditions it seems to me it 
is important to bring to bear on this 
problem all the power of analysis we pos- 
sess, and specifically : 

1. To point up the job that has been 
done to keep costs of electric energy 
and electric service down in the 
face of all the adverse economic 
factors that have tended to make it 
rise. 

. To try to determine the basic 
causes of the performance to date 
and the contribution that each 
cause has made to that perform- 
ance, and 


1S) 


3. To point up those steps and proc- 
esses that can continue to be taken 
advantage of, or that need to be 
further developed, to bring about 
further cost reduction so as to be 
able to maintain as closely un- 
‘altered as possible one of the basic 
economic supports of the industry 
—reduction in cost of service as 
service expands and develops. 

If you examine the performance of the 
electric power industry over the decade 
1939-1948 you will find that: 

The noncoincidental demand increased 

from approximately 28,700,000 kw 





EDISON ELECTRIC INSTITUTE BULLETIN 


to 53,750,000 kw, an increase of 
8714 per cent; 

The kwhr generated increased from 
127,600,000,000 kwhr to 282,600,- 
000,000, an increase of 122 per 
cent; 

The average realization per kwhr in 
the same period declined from 2.16 
cents in 1939 to 1.79 cents in 1948, 
a decrease of 17.1 per cent, but the 
domestic realization went down 
from 4 cents per kwhr in 1939 to 
3.01 cents in 1948, a decline of 25 
per cent. 


Effect of Rate Increases 


It is true that over the past few years 
there have been some rate increases, but 
these have been of minor significance. 
Thus the total rate increases granted in 
1947, 1948, and pending in 1949 just 
about equal the rate reductions put into 
effect in the immediate post-war period 
and mostly in 1946—both amounting to 
approximately $100,000,000 a year. 

Except for the figures of demand and 
kilowatthour generation — which were 
25,100,000 kw and 43,100,000 kw, and 
115,078,000,000 kwhr and 228,165,- 
000,000 kwhr, increases of 72 per cent 
and 98 per cent respectively—the per- 
formance of the private utility industry 
was otherwise almost exactly the same. 
All this while the BLS cost of living in- 
dex went up from 100 to 171.4, the aver- 
age hourly wage went up from 86.9 cents 
to $1.46, an increase of 68.3 per cent, 
and the cost of coal equivalent fuel went 
up from $3.10 per ton to $6.47 per ton, 
an increase of 10814 per cent. 

How, in the face of such an expanded 
demand, which presumably should have 
required a corresponding expansion in 
facilities of the electric utility systems, 
and how in the face of the almost 
doubling of the costs of labor and mate- 
rial entering into the operation of power 
systems, was this apparent miracle of 
lower costs brought about? Let us take 
a look at a few significant figures: 


Investment Account 

The investment account of the private 
utility industry stood at $14,075,000,000 
average for 1939 and on a comparable 
basis, at $16,850,000,000 in 1948; this 
is an increase of $2,775,000,000. Had 
there been an increase in utility plant 
corresponding to the increase in demand 
during the decade, the increase in invest- 
ment should have been $10,400,000,000; 
the actual increase was, however, just 
about % of that. 

What is the answer to the mystery? 
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Well, I believe there are at least three 
parts to the answer: 

The most important is reduced re- 
serves. In 1939 the reserve in genera- 
tion capacity measured in terms of the 
demand of 25,100,000 kw was 35 per 
cent, but the corresponding 1948 figure 
on a demand of 43,100,000 kw was 5 
per cent. This is not the place to discuss 
whether 35 per cent reserve was neces- 
sary in 1939, and whether it might have 
been held down to a lower figure. The 
contraction in the generation reserve 
from 35 per cent to a figure of 5 per cent, 
if the assumption is made that similar 
contractions took place in margins of re- 
serve available in transmission, distribu- 
tion, and general plant, represents an 
availability without any additional ex- 
penditure of plant representing a value 


of $3,540,000,000. 


Write-down of Plant 


In the same period there occurred a 
write-down in the plant accounts to 
original or aboriginal cost of approxi- 
mately $1,385,000,000. Again, without 
going into the merits or demerits of the 
particular operation, it is a fact that by 
this process there disappeared from the 
books of the utility company systems, 
either old plant or new plant, or merely 
disappeared, a figure of $1,385,000,000. 

If now you add the sum of these three 
figures, i.e., actual increase in plant ac- 
count, amounting to $2,775,000,000, 
utilization of margin in old plant of 30 
per cent, amounting to $3,540,000,000; 
and write-down, amounting to $1,385,- 
000,000; you arrive at a total figure of 
$7,700,000,000. The difference between 
that and $10,400,000,000 is $2,700,- 
000,000; that represents the integrated 
effect of a series of factors, some plus and 
some minus, covering such elements as: 
saving in cost as a result of incremental 
additions at less than average costs; in- 
creases in cost as a result of higher cost 
indices; and savings in costs as a result 
of new methods and new ideas utilized 
in planning, design and construction. 

The second basic cause of the ability 
of the power industry to hold down pro- 
duction costs has been improved economy 
in the use of manpower. This is easily 
comprehended when you note that the 
average number of employees in the in- 
dustry increased less than 14 per cent 
between 1939 and 1948, while output 
increased 122 per cent, and demand 8714 
per cent. 

I have no accurate data available as 
to variation in the composite figure on 
employees cited above between construc- 
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tion and operation, but there is every 
reason to believe that the percentage re- 
lationship between construction and op- 
eration was not materially different for 
1948 than for 1939, and that approxi- 
mately 80 per cent represents operating 
employees. 

Obviously, a large part of the reason 
for this apparent great improvement in 
efficiency of the use of labor is due to the 
contraction in the margin of reserve. It 
takes almost as many men to operate a 
plant where 20 to 25 per cent is kept in 
the form of reserve, as it does when the 
plant is operated to its capability limit, 
and this is even more true in the case 
of transmission and distribution facilities. 

It is apparent also that the increased 
production brought about by the im- 
provement in load factor, accounting for 
approximately 42,.750,000,000 kwhr of 
the total 282,600,000,000 kwhr pro- 
duced in 1948, was obtained at almost 
negligible increase in labor employed. 
Nevertheless, a substantial portion of 
this economy in manpower has been 
brought about by positive steps—by 
changes in designs and techniques. This, 
be brought out more 


however, will 


clearly later on. 


How It Was Done 

With these two elements determined, 
the analysis of the unknown becomes 
simpler and the apparent miracle can be 
wholly explained and understood on a 
rational basis. The basic reason for the 
record on costs established by the in- 
dustry is a three-part one: a sharp re- 
duction in the amount of plant per kilo- 
watt and kilowatthour sold; less man- 
power per kilowatt and kilowatthour ; 
and the integrated effect of numerous 
techniques and devices designed to re- 
duce capital and operating expense. 

All this is splendid as far as it goes. 
But there is danger here too. For while 
there remain unquestionably additional 
opportunities for incremental expansion 
of capacity, the opportunities aren’t avail- 
able to anywhere near the same extent as 
they were say 10 years ago. 

The business of write-down to original 
cost has also been completed. Above 
everything else there is general agree- 
ment that the present margins of re- 
serves are inadequate and that an ap- 
proximately additional 15 per cent of 
margin will have to be restored to bring 
the balance between capacity and demand 
into proper and safe relationship. 

On top of these is the fact that this 
additional capacity has to be brought in 





with startling rises in the indices of con- 
struction costs for 1948 as against 1939 
—for example, using 1939 as 100, we 
find the following figures for 1948: 
building cost, 210; steam-electric sta- 
tions, 175; transmission line costs, 165; 
distribution costs, 185; total 
plant, very close to 170. 


utility 


Reserve Margins and Load Factor 


It is clear from all of this that some 
of the principal ingredients that went 
into the making of the apparent miracle 
having been used up, it will be more dif- 
ficult to perform the miracle a second 
time. Unquestionably the infringement 
on the reserve, the taking full advantage 
of incremental costs, the saving in man- 
power that exploitation of margins of 
reserve made possible, and the improve- 
ment in load factor—which I have barely 
touched on but which increased some 9 
points from 50.8 in 1939 to 59.9 in 1948 
—have been heavily responsible for keep- 
ing costs of electric service down. Be- 
tween them they have accounted for per- 
haps from 4 to 2/3 of the total savings. 
The balance was contributed by scores 
of capital and operating savings that 
have been developed in that same period. 

It must be apparent that in the future 
the latter, that is, the numerous—indi- 
vidually nonspectacular, but collectively 
most potent—small savings in costs of 
expansion of facilities and savings in op- 
erating costs, must be continued and de- 
veloped, to an even greater extent if no 
appreciable rate increases are to be re- 
quired to properly operate and support 
the expanded utility systems that are now 
being created. And this is certainly go- 
ing to be the case if following stabiliza- 
tion of costs, successful efforts are to be 
made to once again resume a program 
of reducing costs of electric service. 


Engineering Developments 


Of the three principal approaches to 
the reduction of capital and operating 
costs that have consciously or uncon- 
sciously been developed and utilized by 
the utility industry, two are tied up with 
the absorption of margins of capacity or 
of reserves. The third effort has been 
a clear-cut, conscious approach to the 
problem and it illustrates again the great 
good fortune of the industry—its scien- 
tific and technical foundation. The 
ability to find solutions to new, and new 
solutions to old, problems by bringing 
to bear on them engineering develop- 
ments and principles and by the general 
application of scientific methods, has be- 
hind it a long tradition in the industry. 





In this post-war expansion period, capital 
and operating cost reductions of major 
proportions have been developed, and 
more can and will have to be developed, 
and I believe will be developed. 

I have reviewed not only our own 
work in this period, but the work done 
by eleven other major groups of the in- 
dustry to whom I wrote and from whom 
I received, on the whole, excellent sum- 
maries of their individual achievements. 
Some of the methods or devices utilized 
by these groups have had broad and gen- 
eral application, but others have been 
used at most by only a few groups. Some, 
too, were, without question, only tem- 
porary expedients. 

Since I cannot give even a complete 
summary of all that has been actually 
achieved, I have digested the information 
reported to me, and a summary of it 
will be made available.* 


Local Performance 


I hope that no one will take this as a 
complete report of all the routes that 
can be followed to achieve the specified 
end; at the most it should be taken as an 
extensive record of achievement against 
which to check one’s own performance. 
But it will serve its purpose best if it is 
used as a stimulant and challenge for 
the further development of ideas and 
methods, perhaps having less general ap- 
plicability, but being in each case more 
directly suited to the local situation. 

Perhaps in every case where results 
along the economy route are sought, this 
summary should be given to the tech- 
nicians and the operators in the company 
for study. If that course is followed, 
however, care must be taken that such 
fruit as might be gathered by this proc- 
ess is not entirely ruined in the budding 
stage by the freezing atmosphere brought 
on by the attitude: “Oh, this may be all 
right in Kokomo or Kankakee, but we do 
it differently on our system.” 

While, for reasons I have indicated 
above, I shall not summarize all the 
procedures used for cost reductions, I do 
wish to indicate by one detailed example 
the method of approach followed. I shall 
also try to point out the main achieve- 
ments in all principal fields, indicate 
where promising methods have been 
overlooked, and what we must do fur- 
ther. I hope that that will clearly show 
that while cost indices have their place, 
they are not a sound basis for concluding 





*The Appendix to Mr. Sporn’s speech may 
be obtained by writing to the Edison Electric 
Institute, 420 Lexington Ave., N. Y. 17, N. Y. 
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what can or cannot be done in con- 
trolling costs of new electric power facili- 
ties, or in keeping down operating costs 
of e1ectric power systems. 


Czst' Index of Production Plant 

We can’t pick a better example than 
to consider the case of the production 
plant or the generating station. Tak- 
ing the cost index for 1940 as a base of 
100, the index for 1948 stood at ap- 
proximately 175. On this basis, there- 
fore, the cost of a kilowatt of steam elec- 
tric generating capacity, which was run- 
ning between $80 and $100 in 1940, 
should have climbed to $140 to $175 by 
1948. But as a matter of fact, millions 
of kilowatts of capacity have been put 
in at much lower figures. In the group 
whose reports I have summarized, one 
company has actually been doing a job 
at $100 to $115 per kilowatt. How did 
they do it? 

They have used a great many devices. 
‘To mention some: 

They have been going to larger units. 

Again, many have adopted the unit 
idea: one boiler, one turbine, and one 
transformer bank to step up the capacity. 

Another basic idea: exploiting the full 
capability of the unit and designing all 
the major equipment forming part of the 
unit for that full capability. Obviously, 
where a 150,000-kw unit nameplate rat- 
ing actually is made to develop continu- 
ously 182,000 kw, the true cost per kilo- 
watt cannot properly be figured on the 
nameplate rating of 150,000 kw. 

A heavy reduction has been made in 
building space per unit of capacity as 
compared to the early 30’s: reductions of 
50 per cent, that is, down to one-half of 
what was previously thought necessary 
in cubage per unit of capacity, have been 
found pessible. This obviously carries 
with it not only the saving in building, 
but the concomitant saving in piping and 
in cabling. 


Coordinating Interconnections 

Another device: a large percentage of 
the companies studied have found it 
profitable to give greater attention to the 
important role of interconnections and 
the improvement of coordination with 
interconnecting companies, thus making it 
possible to install larger units and simpli- 
fy design. 

There are actually three major savings 
involved here, because besides the two 
that I have just mentioned there is, in 
addition, a saving in reserves—a reduc- 
tion in the total reserves required by as 
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much as 5 per cent has been brought 
about through this action. 

All of the above are major savings. 
But a large number have found that a 
great many small savings are available, 
which had heretofore not been fully ex- 
ploited. Among these are such items as: 

Reduction of housing and structure 
cost by placing more equipment, includ- 
ing some rotating equipment, outdoors. 
This has offered savings in cost up to 
$2.00 per kilowatt. 

Re-study of foundation techniques has 
made possible reductions in cost up to 
$1.00 per kilowatt. 

Control of concrete mixes has brought 
savings up to $0.25 per kilowatt. 

More careful steel design and full 
utilization of maximum permitted unit 
stresses has resulted in savings up to 
$1.00 per kilowatt. 

Closer coordination of material deliv- 
ery and reduction of time necessary to 
complete a job has resulted in savings up 
to $2.00 per kilowatt. 

Not all groups reporting have used all 
ideas, but one group estimated its savings 
on these apparently small items at $5.40 
per kilowatt of capacity. 


Construction Costs 

All that I have just recounted is a 
stimulating example of what has been 
and is being achieved. On the other hand 
some useful tools and techniques have 
hardly been mentioned. Among these is 
the possibility of reducing capital costs of 
generating capacity by staggering con- 
struction between neighboring intercon- 
nected systems; the potentialities of large 
savings in more detailed attention to the 
techniques of contracting; and in exercis- 
ing closer control to assure economical 
use of expensive construction labor. 

Even if those represent failures to take 
full advantage of all latent possibilities, 
there is no warrant for discouragement. 
The record of accomplishment is splen- 
did. It can be made even better in the 
future. 

However, production plant has other 
features to it than initial cost of facilities. 
There is 
Here again. there has been excellent and 
fresh thinking in many cases and for the 
details of all of it I refer you to the Ap- 
pendix. 


operation and maintenance. 


All the companies studied are cogni- 
zant of the importance of lowering the 
system heat rate, and the new generating 
units coming in will help bring about 
marked improvements in thermal per- 
formance. This obviously is the result 
of a conscious stepping-up of pressures, 
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temperatures and size of units. On the 
other hand, only two of the companies 
studied have indicated an awareness of 
the importance of continued study of 
plant performance; it is, however, an 
item that can not be neglected. 

The record is even better in mainte- 
nance costs; these have been extensively 
studied and brought down. A particu- 
larly excellent job has been done in de- 
veloping the idea of planning mainte- 
nance. It is possible, though, that not 
enough attention has been given to the 
contribution toward reduction of cost 
that the lengthening of the overhaul 
schedule can bring about. 


Labor Productivity 

Large improvements (and I again re- 
fer you to the Appendix) have been made 
in labor productivity as a result of larger 
units and centralized control on the new 
units being installed. Yet, strangely, 
there does not seem to be as much aware- 
ness of the improvements on the labor 
productivity front that can be made in 
adapting the same ideas to some of the 
old equipment, nor of the contribution 
that specialized tools can make toward 
improvement of labor productivity. 

Coal—perhaps the most important sin- 
gle item in the cost of operation on steam 
electric systems—has been given increas- 
ingly more attention than in the past; 
this includes the kind of fuel to employ, 
and the possibilities of reducing delivered 
costs by improvements in methods or tech- 
niques of transportation. Advantage, too, 
has been taken of the savings possible by 
long-term coal contracts. It seems, how- 
ever, to be a fact that very few com- 
panies have as yet become converts to the 
idea that, whereas a kilowatthour is a 
kilowatthour, a ton of coal may not be 
a ton of coal, and that the obviously fair 
way of making sure that it is, is to intro- 
duce the Btu idea into the coal purchase 
specification. 

Isn’t this analysis—by no means com- 
plete—of method of attack, and of the 
many sides from which the attack was 
pressed, of the problem presented by ris- 
ing trends of cost in the components of 
production plant, a most heartening one? 
The ingenuity and the resourcefulness 
with which difficulties were met and 
overcome, the application and utilization 
of new ideas involving technological 
changes and improvements, the elimina- 
tion of all unnecessary facilities—each of 
these has made a vital contribution to re- 
duction of capital and operating costs of 
generation facilities. If their total effect 





June 


at ¢ 
kee! 
sup 
by 

ten: 


situ 
pha 
the 
ava 
the 


gre 
tec 
in | 
anc 


sic 





1949 


n the 
anies 
ss of 
ly of 
r, an 


1inte- 
sively 
rticu- 
n de- 
1inte- 
t not 
0 the 

cost 
rhaul 


in Te- 
made 
arger 
- new 
igely, 
ware- 
labor 
de in 
f the 
ution 
ward 


it sin- 
steam 
creas- 
past; 
iploy, 
vered 
-tech- 
, too, 
le by 
how- 
com- 
to the 
1s a 
ot be 
y fair 
intro- 
rchase 


com- 
»f the 
c was 
yy Tis- 
nts of 
one? 
ulness 
+ and 
zation 
ogical 
mina- 
ach of 


to re- 
sts of 
effect 


June, 1949 


has not been quite enough to keep costs 
at old levels, they have at least helped to 
keep them down to a level almost fully 
supportable by the greater efficiency and 
by lowered costs of operation and main- 
tenance. 

I can cover neither the transmission 
situation, nor, for that matter, the other 
phases of the electric utility system, in 
the same amount of detail. The data are 
available, however, for those who want 
them. 

Here, too, the record is clear that a 
great deal of ingenuity—based upon new 
technical ideas and concepts in some cases, 
in others on the development of new tools 
and devices, and in still others merely on 
know-how as a result of cumulative ex- 
perience—has been employed within the 
industry to bring the cost of transmitting 
a kilowatt down in spite of the increase 
in the transmission cost index of close to 
70 points since 1940. This has been 
brought about by major savings, both in 
construction and in operation of facilities. 

An analysis of the reports of what has 
been done shows an apparent lack of 
awareness, and I want to stress there- 
fore, the savings inherent in a program 
of reducing system losses and that part 
of the losses having its origin on the 
transmission system; the large reduction 
in cost of transmission facilities per kva 
transmitted that can be developed by in- 
creasing the size of circuit conductor; 
and the economic gain possible through 
getting the maximum out of a transmis- 
sion circuit in the intermediate transmis- 
sion voltages by taking full advantage of 
the latest developments in high-speed re- 
laying and reclosure. 


Standardization of Substations 


The progress made in reduction of 
costs of substations is particularly heart- 
ening. Here we are in a field that offers 
possibilities of large savings by standard- 
ization, and it has been fully taken ad- 
vantage of. Not only have standard sub- 
stations been developed by many groups, 
but progress has been made in standard- 
ization of processes involved in substation 
design and erection, such as standardiza- 
tion of wiring diagrams. 

A great deal of effective work has been 
done in simplification of switching and 
I call this particularly to your attention. 
In a wiring diagram the switch is rep- 
resented by a small box, but it is helpful 
to remember that one of these innocent- 
looking boxes on a wiring diagram can 
represent an investment of from $3,000 
to $300,000. They need to be used spar- 


ingly, therefore; duplication or triplica- 
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tion of switching facilities should be re- 
sorted to only after exhaustive studies 
of ways of eliminating them have been 
carried out, and even then they shouldn’t 
be resorted to. 

Other devices utilized (as more de- 
tailed study of the Appendix will dis- 
close) are the expansion of use of three- 
phase, forced-oil-cooled transformers, the 
wider use of capacitors, the development 
of automatization, and the testing of 
equipment to make sure that maintenance 
or overhaul is actually necessary before 
it is taken out of service for maintenance. 
This is in itself a great contribution to 
rationalizing maintenance. 


On the other hand, perhaps more at- 
tention can be paid to fitting the equip- 
ment to the shape of the load curve, to 
the possibilities that a portable trans- 
former—both on rubber and on railroad 
cars—can contribute to economy of sub- 
station transformer facilities, and to the 
modernization of old transformers to in- 
crease their capacity. 


Distribution Economies 


In the distribution field, as would be 
expected, the ideas and processes devel- 
oped for reducing costs are more numer- 
ous than in any of the others, and they 
disclose a greater range of ingenuity ex- 
ercised. Here, too, a detailed study of 
what has been accomplished is suggested, 
but some comments at this point may be 
helpful. 

One is struck again with the general 
unwillingness to accept bare nameplate 
data as a basis for loading, and the search 
for ways of sounder loading of equipment 
by loading surveys. The utilization of 
capacitors, both switched and unswitched, 
to improve loading of circuits and the 
raising of the utilization voltage so as to 
make possible the carrying of higher 
loads—all of these are first rate. 

Other ideas employed are: the utiliza- 
tion of larger conductors, increasing of 
the range of permitted voltage variation 
—still within acceptable limits—the more 
extensive development of distribution 
standards, and more extensive use of alu- 
minum. 

Excellent results, too, are reported to 
have been obtained in reducing cost of in- 
stallation of facilities by mechanical aids 
and equipment, and by resort to a host 
of new small devices. A number of in- 
genious ideas have been developed on ser- 
vicing, or on reduction of cost of servic- 
ing. 

Again—and it is hard to tell how much 
of this is incomplete reporting and how 
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much represents actual oversight—but 
more attention might be given to the 
economies available in simplification of 
standards, and to the possibilities of sav- 
ing on cost of structures by resorting to 
fully treated wood poles. 


Mechanized Accounting 


In the accounting field an apparently 
excellent job has been done generally in 
the broader application of mechanical 
tools to carry out accounting and com- 
mercial functions. The general trend 
toward bi-monthly and quarterly meter 
reading is also outstanding. One com- 
pany, for example, reports an annual 
saving of $500,000 by the process, and 
finds the new practice completely ac- 
ceptable to its customers. Obviously, no 
matter what the size of the company may 
be, this is a major item of economy and 
cannot be overlooked by any group. 

There is evident a general and great 
concern with the cost of paper work—an 
appreciation and recognition of the im- 
portance of reducing that work. The 
techniques for bringing that about are 
not reported in too great detail. Here it 
is important to remember that paper work 
and red tape in any organization have 
the inherent character of growth and 
proliferation typical of the tropical 
jungle. 

The suggestion cannot help but be 
made, therefore, that in each organiza- 
tion there should be set up in one form 
or another the equivalent of a jungle- 
clearing squad whose function will be to 
cut all unnecessary forms, reports and 
paper procedures, to simplify them, and 
make each form or each additional paper 
operation justify itself on the basis of its 
contribution to a sound and economically 
operated system. 


Selective Selling 

In sales work, cost reduction obvious- 
ly has had to take a different form, and 
excellent work has been done to increase 
sales and by this process reduce operating 
costs. There is evident an emphasis on 
selective selling and a strong note on 
expanding the sale of off-peak water 
heaters. 

The report also brings out the diffi- 
culty encountered by a number of com- 
panies in raising their load factor due to 
the present great diversity in the loads 
already served; this suggests a possible 
diversion from off-peak selling to 100 per 
cent load factor selling. As all of those 


who have concerned themselves with the 
problem of load factor improvement are 
aware, there are two ways of improving 
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the load factor of a system: 1) filling in 
of the valleys, and 2) raising of the base 
portion of the curve lying under the min- 
imum load point by the development of 
24-hour load. One of the ways of add- 
ing 24-hour load is by the adoption of 
round-the-clock, two-element water heat- 
ers without any time or other control 
gadgets. 

Well, we are coming to the end of our 
quest of what is behind the job of con- 
trolling costs that we have done in the 
past decade. I believe I have shown you 
that what we have done in reducing costs 
is no mystery, that it is all explainable, 
and that we are neither miracle men nor 
have we done it with mirrors. It is sure 
enough reality. And to borrow a phrase, 
it was by “neither chance nor mere good 
fortune” that this achievement of con- 
trolling costs was brought about. It was 
by conscious effort, by exercise of great 
skill, ingenuity, and enterprise. 


True to Its Genius 

If we accept the definition for genius 
as the infinite capacity for taking pains 
to bring about a result, then this indus- 
try—and I mean the private utility in- 
dustry in particular— has been true to 
its genius. 

Some of the processes and steps em- 
ployed consciously or unconsciously to 
bring this about are not susceptible of 
repetition—having been used once, they 
are not available for further use. Some 
can be used again in the future, but to a 
lesser extent. But there are some that 
are capable of much broader develop- 
ment, and many of these I have tried to 
call attention to. I have particularly 
tried to direct a spotlight on items or 
promising points of return that had not 
been given enough attention or that had 
been overlooked. 

One such item that I want to single 
out especially, because there has been no 
mention of it by any of the groups whose 
efforts and performance I have reported 
on, is organization coordination, and the 
economies that it can bring about or 
has brought about. 

In all healthy organizations there is a 
natural amount of rivalry between vari- 
ous groups in the organization. Such 
rivalry can go, however, beyond proper 
limits. When that happens, what you 


get is more overlapping and duplication 
than is necessary, and less control than 
there should be of the natural tendency 
to over-expand that is inherent in all 
growing enterprise. 

Coordination, cooperation, and effi- 





EDISON ELECTRIC INSTITUTE BULLETIN 


ciency will all be enormously advanced 
if the spirit of coordination is insisted 
upon, if the tendency toward operation 
on a one-man basis is fought and subordi- 
nated, and if unnecessary personnel is put 
into productive channels—even if that 
means channels outside the organization. 

Corollary to putting unnecessary per- 
sonnel into productive channels is the re- 
duction of diversion of the time and ef- 
fort of all personnel into unproductive 
enterprises—the selective control of ex- 
tracurricular activities which have a way 
of getting out of hand, the reduction of 
the amount of time spent on unnecessary 
conferences and unduly prolonged com- 
mittee and convention meetings, which 
all too readily can be extended to become 
time-wasting and expensive junkets. 

All of the avenues of approach to cost 
reduction, that have been found or indi- 
cated, need to be followed through, and 
all of them that hold any promise at the 
end need to be thoroughly explored and 
re-explored if the rise in costs of electric 
service is first to be arrested, and if later 
the trend is to be put back on a down- 
ward course. 

We are engaged in a public utility 
business. We are required to serve the 
public in our area and we have certain 
privileges in connection with that, that 
are of material help in carrying out our 
tasks. We also have certain obligations. 


Our Paramount Obligation 

Among these, what is our paramount 
obligation? Definitely I think it is that 
we conduct our business with a maxi- 
mum possible efficiency—we need to pro- 
duce our service as cheaply as possible 
without exploiting our labor or under- 
maintaining the integrity of our capital. 

The power industry is undoubtedly 
doing an outstanding job in furnishing 
the people of the United States with a 
power supply system unmatched any- 
where else in the world. Technically, it 
is ahead of what has been developed any- 
where else. Nobody questions this. And 
if anyone did, the members of the scores 
of foreign technical delegations and com- 
missions that have come to our shores in 
the last four years would quickly give an 
irrefutable answer. 

Viewed in proper perspective, the sup- 
ply of power in the United States has 
always been adequate. Some weaknesses 
in the supply structure developed during 
the last two years, but these have been 
negligible in comparison with the size of 
the job; they are hardly worth mention- 
ing when the job done here is compared 
with the job that was done everywhere 
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else in the world. As far as present and 
future adequacy is concerned, there seems 
to be no question that the industry is 
over the hump. 

On cost of electric service I have 
shown what happened to realization: 
what we have done is an achievement in 
social economics of the first magnitude. 
It is true that over the past few years 
there have been some rate increases but 
these have been relatively negligible. And 
it cannot and must not be forgotten that 
the average realization in the period 
1939-1948 declined from 2.16 cents in 
1939 to 1.79 cents in 1948. 

I have devoted most of this paper to 
an analysis of the three basic means we 
have used to accomplish this. I have 
taken a large part of the time I have had 
available to give you a discussion of the 
means and techniques used in the con- 
scious, extensive, and highly effective at- 
tack carried out against rising costs of 
plant, and the cost of operating and 
maintaining it, and the carrying on of 
the other phases of the business. A more 
exhaustive study of how this has been 
done can be made to advantage. 

But it is even more important that we 
use the experience of what has been done 
in the past as a guide and as an inspira- 
tion to develop other and new ideas, and 
to exploit the old ones to their maximum, 
so as to be able to continue to meet the 
basic test of giving the service required 
at minimum cost. 

While what we have done is a good 
job, we can’t stand still. It seems to me 
that it is imperative that we continue to 
strive to improve: that we pioneer, ex- 
periment and develop the new. And hav- 
ing tried something new, we must retain 
and expand that in it which is good and 
reject the bad. 

While doing this we must continue 
our search for something better—for the 
almost unattainable. Only if we do that 
can we be sure that we are meeting and 
will be able to continue to meet our re- 
sponsibilities. 


(The Appendix to Mr. Sporn’s speech 
is available on request to the Edison 
Electric Institute, 420 Lexington 
Ave., N. Y. 17, N. Y.) 
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Minding Our Business 


By Charles E. Wilson 


President, General Electric Company 


An address before the Seventeenth Annual Convention of the EEI, Atlantic City, N. J., June 1, 1949 


HILE I was in England not 

so many days ago, a financial 

writer for the United Press 
wrote his annual feature story about the 
so-called “Billion Dollar Club” of 
American corporate business. Somebody 
clipped out the story and saved it for 
me, and there was just one line in it— 
written I am sure with no malicious in- 
tent—which I thought was worth call- 
ing to your attention today. 

The “Billion Dollar Club,” as you no 
doubt know, consists of those 56 Ameri- 
can corporate enterprises which in 1948 
showed assets of more than a billion 
dollars. The list includes Consolidated 
Edison, Commonwealth and Southern, 
Pacific Gas and Electric, Common- 
wealth Edison, American Power and 
Light Corporation, and well down the 
list, the General Electric Company, so 
you see that even though ours is a very 
young industry, we are at last beginning 
to get a little recognition here and 
there. 


Assets and the National Debt 

There was a time in history when it 
was a comfortable and stimulating thing 
to have your assets showing. Now I 
am not so sure. This financial writer 
pointed out that the continued expan- 
sion of the national economy was re- 
flected by the fact that the combined 
assets of these 56 companies aggregated 
well over 129 billion dollars, or more 
than 7 billion greater than a year ago. 
Then there follows the sentence which 
blew over my spine, at least, like a cold 
wind: 

“Demonstrating the importance of 
these concerns to the national welfare,” 
he wrote, “if they could be liquidated 
at full value the money obtained would 
pay off more than 51 per cent of the 
present national debt, which is 251 and 
a half billions of dollars.” 

There are quite a few individuals. 
connected in one way or another with 
our national government at Washing- 
ton, who would regard that statement 
as a brilliant idea, and not just as an 
interesting statistic, such is the present 
apparent state of economic morality. 
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Being laid end to end and compared with 
the national debt, with consideration be- 
ing given to our possible expendability. 
puts us right in the shoes of the un- 
happy but plump missionary surrounded 
by hungry cannibals, while the iron pot 
bubbles nearby. 

Only a few days ago a Congressman 
from Arkansas came up with the ingeni- 
ous suggestion that corporations be forced 
to pay all of their federal income taxes 
in the first six months of the year in 
order to convert the federal deficit into 
a surplus. I am not at all sure that he 
had his tongue in his cheek, either, al- 
though it would be interesting to dis- 
cover what the next step would be in 
this fantastic and fraudulent type of 
short-term deficit financing. 

And some time before that, of course, 
our Secretary of Agriculture, Mr. 
Charles F. Brannan, proposed a farm 
program which would effect, as Fortune 
puts it, a transfer of income from the 
rest of the community to a single class, 
not to prevent distress but as a matter 
of permanent right. 


Alice-in-Wonderland Schemes 
It is all very well for us to describe 
these as Alice-in-Wonderland schemes, 
but they can happen for us if we do not 
mind our business—and by that I don’t 
mean putting our head in the sand by 


any means. Today, minding our busi- 
ness is not only sensible but necessary. 

Long before there was any record of 
a third strike, a fourth round, a fifth 
column, or a sixth sense, we had what 
has often been referred to in the United 
States as the “eleventh commandment,” 
and this is it: Mind Your Own Busi- 
ness. Actually this is an old English 
proverb with an established lifetime of 
three and a half centuries, but its use- 
fulness keeps it fresh and unwrinkled 
as modern slang. 

Americans have minded their busi- 
ness rather well, to the profit of many 
and the occasional consternation of a 
few. It is true that behind every other 
bush we find a critic ready to discredit 
our theory and methods, and also ready 
to take title to our assets and distribute 
our substance to appease the world’s 
anguish. Such criticism, such eagerness 
to take over the reins from the hands of 
the poor old enterprise system, is a good 
thing if it keeps us awake to our danger. 

Proper Management 

In the years since the end of the war 
there have been many distractions — 
highly important distractions — which 
have properly commanded the 
attention of business. They were a part 
of the pains of postwar adjustment, part 
of the process of growing into our role 
of increased political and economic lead- 
ership in the world. They have deserved 
every bit of the priority that we have 
had to give them out of our experience 
and growing sense of responsibility for 
the world’s well-being. We must con- 
tinue to give them our attention. But 
the time has also come when we must 
allocate once more a major part of our 
judgment and energy and skill to the 
proper management of our own affairs. 

It would be an over-simplification to 
say that our industrial and coramercial 
machine has been running along at top 
speed without any attention from its 
operators. It has been running smoothly 
and efficiently, but because a lot of men 
planned it that way, because they poured 
in billions of dollars to get it in shape, 
and spent long hours on its adjustment. 
Nevertheless postwar markets cried for 
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goods; we were in the pleasant throes of 
inflation ; money was plentiful; wages 
were high; little selling was needed to 
score home runs every day. Now this 
has changed sharply and realistically, as 
we knew it would. 

It is high time to go back to work; 
to reduce costs; to live within our bud- 
gets; to quit coasting and put our back 
into our job. There is nothing very 
novel in all this. We have not forgotten 
how to do it. It is not our own capacity 
for adjustment that is wanting—but it 
appears that the same cannot be said for 
many of our partners in government. 
There is an alarming amount of day- 
light showing between their feet and 
solid ground, and it will take more than 
criticism and grumbling on our part to 
get them back to the good earth. 


A Key Business 


One of the gravest situations, and at 
the same time one of the brightest op- 
portunities, in this whole business of 
keeping America on the track, faces the 
electric light and power industry. This 
is a key business in the mighty economy 
of our country. It has been built on pio- 
neering, on individual ingenuity, on 
courageous private financing, on aggres- 
sive selling, on fundamental relation- 
ships with the public. 

In its relatively short life it has made 
mistakes, it has been shortsighted, it has 
been humanly selfish, it has been hon- 
estly perplexed as it worked out the 
intricate new ground of government reg- 
ulation flowing from the nature of the 
commodity. But along with, and in spite 
of all of these things, it has fantasti- 
cally and almost unbelievably trans- 
formed the lives and influenced the for- 
tunes of every individual, every home, 
every farm, every store, and every fac- 
tory in America. 

The miracle of electric power, one 
of the truly great miracles of modern 
life, is not scientific achievement but eco- 
nomic achievement, on a scale so vast 
that we have never been able to evalu- 
ate it—-and so we just take it for 
granted. 

How did this great business, in which 
you and I dip our hands and minds 
every day as a matter of course, come 
about? Who sat with Edison through 
the long hours at Menlo Park 70 years 
ago watching an absurd filament glow in 
a bottle? Was it the Department of the 
Interior ? 

Who fought through the heart-break- 
ing disappointments of the early light- 
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ing plants, the diabolical brush-failures 
on the first transit systems? Was it 
the House Small Business Committee ? 

Who worked out the pioneering 
mathematics of alternating current? 
Who staked their fortunes and reputa- 
tions on that ridiculous idea, the steam 
turbine? Who put up the money and 
the courage to see an infant industry 
through the great financial panics? Was 
it the Treasury of the United States, 
drawing in its benevolence upon the con- 
tributions of the taxpayers of the United 
States? 

There were no floods to be controlled 
at Menlo Park, or in Lynn, or in Fort 
Wayne. Nobody in Tennessee or Mis- 
souri or New York were crying out for 
electricity. They 
laughing at it. 


were probably just 


These are some of the things that we 
have in mind when we speak today of 
competitive enterprise, when we made 
promises in the name of private busi- 
ness, and nowhere are they better exem- 
plified than in this industry, which is 
frankly under attack. It is not an at- 
tack, I am convinced, that can be mex 
adequately with resentment and righte- 
ous hostility, but it can be met with 
action. 

It may-be true, as Geoffrey Crowther, 
editor of the London Economist, some- 
what wryly observed the other day, that 
in 20 years we will “probably be point- 
ing out how much superior American 
socialism is to British socialism because 
of the different spirit in which nationali- 
zation was tackled in America.” At the 
very least we can be sure that nationali- 
zation of all American industry will be 
much easier of accomplishment once the 
electric power business has been taken 
over by the government—-so this strikes 
me as a good place to stand and fight. 


A Tradition of Action 

There are many ways in which that 
fight can be waged, and you are just a; 
aware of them as I am. First on the 
list of things to do is to make sure that 
this industry is ready to expand, finance, 
and develop new generating capacity 
where it is needed and wanted. That is 
our business, not government business, 
and it coincides with the tradition of this 
industry, which is a tradition of action. 

Last spring, at the Southeastern Elec- 
trical Exchange meeting, one of my as- 
sociates made some predictions which I 
would like to back up here—that on 
the basis of your 8 to 9 billion dollar 
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utility expansion program extending 
over the next five years, total power sales 
would increase from 240 billion kilo- 
watthours, in 1948, to 363 billion in 
1955; and also that the latter year would 
see utility generation of 420 billion kilo- 
watthours, with an increase in required 
generating capacity of 94 million kilo- 
watts—an increase of 66 per cent over 
the present. He pointed out that our 
own faith in the program was repre- 
sented by a 350-million dollar expan- 
sion of our manufacturing facilities, and 
then he proceeded to lay down a plat- 
form first presented to this group a 
vear ago. 


Electric Industry Platform 


I would like to repeat it now, if you 
will bear with me, because it spells out 
in a little more detail the kind of action 
best calculated to make a poor prophet 
out of Mr. Geoffrey Crowther of the 
London Economist. Here is that plat- 
form in brief: 

1. An aggressive, continuing program 

of plant expansion, in which the 

industry should point towards 
doubling and tripling its capacity. 

2. A vigorous public relations pro- 
gram—the kind in which you do 
your lobbying where it counts, with 
the people in your home town. 
A fight for sound financial results. 
To get the billion dollars a year 
in new private capital which the 
industry needs, your rates must be 
right and your earnings must be 
attractive, because this is about 15 
per cent of the total new capital 
needed by all industry. This is a 
reasonable fight because of the 
demonstrable fact that the kilo- 
watthour is still by all odds the 
best buy for the money that any 
consumer can get. 

4. Maintain the tradition of this in- 
dustry by recruiting the best young 
talent you can get for your busi- 
ness. Pick the new pioneers care- 
fully. 

5. Sell electric power aggressively, 
with all that such a program 
means. You may recall that an 
early goal of one of our own pro- 
grams was a national average of 
6 kilowatthours per manhour by 
1950—and that average is already 
5.7. Let’s increase the objective. 

6. Finally—keep your sights high, be- 
cause that has always been the 
pattern in this business. Only a 
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government economist sees a ceiling 
when he looks up. 

We have just remarked that there has 
been a sharp change in the business pic- 
ture. You have undoubtedly taken your 
own look, and made your own esti- 
mates of what has been happening to in- 
dustrial production generally, and to 
that of the electrical industry in par- 
ticular, and you may therefore be in- 
terested in a brief note on the situation 
as it appears to us now, from our par- 
ticular platform. 


Decline in Production 


It seems reasonable that the decline 
in industry production, now well under 
way, may continue until about the sec- 
ond quarter of 1950, when production 
is expected to turn up. On the basis of 
what has happened in other periods of 
declining business—the only guide we 
have—production may again reach the 
high level of 1948 by the end of 1951. 
There would appear to be about three 
reasons why we may not expect a more 
drastic decline in total industrial pro- 
duction—of something over 10 per cent 
(from the fourth quarter of 1948 to the 
fourth quarter of 1949) or about 15 per 
cent in total through the second quarter 
of 1950— 

First, we lack the great speculative 
excesses in such areas of the economy as 
inventories and the stock market which 
featured 1920, 1929, and 1937 set- 
backs. 


Second, adjustments in the form of 
curtailed production, reduced prices, and 
inventory control are already well along 
in some industries. Such a_ piecemeal 
readjustment is less serious in its affects 
than if all took place at one time. 

Third, the large and increasing vol- 
ume of government expenditures for se- 
curity and construction, government sup- 
port of farm prices, and the anticipated 
federal deficit should cushion the de- 
cline. 

Generally, we feel that many busi- 
nesses may be starting to live on inven- 
tories, and therefore have cut their pur- 
chases from suppliers to the bone. This 
may not continue for many months, 
however. Such a decline as the one out- 
lined above can be beneficial medicine 
for industry, forcing it to get more effi- 
cient production, lower its prices, and 
sell aggressively. 

In the electrical industry as a whole, 
we expect that by the end of 1949, as 
compared with last year, the production 
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of consumers’ goods will have been cut 
by at least 20 per cent, and producers’ 
goods by about 10 per cent. This is an 
estimate based on the present downward 
trends in such major appliances as re- 
frigerators, ranges, and washers. Radio 
receivers are notably down as a direct 
result of another kind of figure—tele- 
vision receiver sales are booming. Cen- 
tral station business should be greater 
this year than last, whereas industrial 
and transportation lines of products are 
down. 

It is apparent that we are now to a 
substantial degree the victim of our own 
policies of earned and logical price re- 
ductions. I believe that to do as we have 
been doing in the manufacturing end 
of our industry—reducing costs through 
redesign and through the application of 
more efficient facilities—is proper mana- 
gerial practice. And it is always good 
to pass along such reductions to the 
buying public as they are earned, rather 
than to be panicked into distress selling. 

This is, therefore, a sound and realis- 
tic policy, but it appears to have had 
just the kind of effect you might imagine 
—many potential buyers who have the 
need and the money and the desire to 
purchase have become intrigued by these 
piecemeal price adjustments, and they 
are waiting to see how much farther the 
process will go. We have created a 
“wait for more’ attitude in our market, 
which is also perfectly realistic, and 
once more the only remedy I know for 
that is hard selling of good products at 
a fair price. 


Effect of Rising Wage Levels 


In our own case, I know that the fall- 
ing off in volume buying, particularly 
in consumer goods, has made some of 
our products unprofitable at present 
prices. This is not serious so long as it 
is not aggravated and prolonged by 
other factors. One such factor, of 
course, which would have disastrous ef- 
fects, would be any increase in wage 
levels. In their present state of mind, 
induced by the psychological factor men- 
tioned before, plus the threat of higher 
taxes and increased government spend- 
ing, the customers who compose our 
market will not support further price 
increases. 

Therefore, the only possible result of 
increased labor costs at such a time 
would be to put some real iron in the 
public’s decision not to buy what we 
have for sale, and that will mean cur- 
tailed production and unemployment. 
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The unreal and unsupported unemploy- 
ment figures which the electrical union 
has been advancing will then acquire 
reality—and if they properly represent 
their membership I cannot believe that 
they want to produce such a result. 

As you know, General Electric fought 
the various rounds of wage increases 
as they came along, and up to the point 
where the establishment of a national 
pattern by others made conformance 
necessary for the common good. We 
fought them because we felt they would 
produce just the inflationary effects that 
they immediately did produce. You 
might think that to be consistent now 
we should advocate a reduction in wage 
rates to properly reflect the downward 
turn in business. We are not doing that. 
as a matter of policy. 


Wages Need Not Be Lowered 


So long as there is a fighting chance 
for us to overcome the adverse psychol- 
ogy of this market and make our adjust- 
ments to decreased demand in terms of 
lower costs and harder selling, we feel 
that wages should not be lowered. A 
little statesmanship on the part of union 
leadership at this time would help a 
great deal and benefit everybody. After 
all, they have done more than well by 
their “special interests” in the years 
since the end of the war. They can’t gu 
on forever diluting the value of money. 
I would hate to think that union lead- 
ship did not have the moral courage to 
face its membership with the economic 
facts of life. If they are ever going to 
start being economic statesmen, why not 
now? 

Because it bears so directly on the 
immediate problems of this industry in 
what is frankly a fight for survival, I 
would like to turn briefly to some con- 
siderations of bigness in business. The 
electric light and power industry is a 
long way, statistically, from being physi- 
cally taken over by government, but 
along with all corporate enterprise, it 
may actually be a lot closer to that 
point than it realizes. That is because 
this is a battle for men’s minds which is 
now going on. On the outcome of that 
hattle, on the convictions that will be 
implanted in the minds of millions of 
our fellow citizens, will hinge the ability 
of this government, or any government, 
to move physically towards the na- 
tionalization of private business. 

We have, perhaps, paid too much at- 
tention to what the President says and 
thinks. He is two-minded about bigness 
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which does not make for consistency. 
He has said that he would rather see a 
thousand insurance companies with as- 
sets of 4 million dollars than one com- 
pany with assets of 4 billion, and that 
he would rather see a hundred steel 
companies instead of United States 
Steel, and a thousand banks in place of 
one Nationa] City Bank. 

This is pure nostalgia for the horse- 
and-buggy days of business, plus a fear 
that while bigness may be economically 
good, it is socially bad. Yet the Presi- 
dent heads a government which runs 
the largest insurance system in the world 
—the Social Security Administration ; 
the largest bank in the world—the Re- 
construction Finance Corporation; the 
largest grain-dealer in the world—the 
Commodity Credit Corporation; the 
largest merchant ship operation in the 
world—the Maritime Commission; and 
the largest business in the world—the 
United States government, which col- 
lects and spends some 40 billions a year. 
Apparently he wants to make all of 
these bigger. 


The Fear of Bigness 

The important fact here is not that 
this is what the President thinks. His 
two-mindedness about economic size is 
apparently shared by millions of Ameri- 
cans —and that is the real problem. 
Americans have feared bigness in busi- 
ness as long as there has been a corpora- 
tion, but at the same time they have 
taken great pride in this same bigness. 
Their fear and pride, emotionally based, 
are both logical, and it may be that the 
fear predominates. 

As Harold Fleming, of the Christian 
Science Monitor, has pointed out, the 
virtues and evils of big business up to 
now have been judged largely by polli- 
tics or the law by varying interpreta 
tions of the rather vague anti-trust laws 
and no one has found time to appraise 
corporations on the grounds of social or 
economic long-term values. Judges have 
to do the best they can, knowing and ap- 
plying the law, and they have no charter 
to apply the best economic or social solu- 
tion to the problems that come their way. 
Our hard task is to put convincingly be- 
fore the American people the sound and 
heneficial economic and social achieve- 
ments of large industry. 


Technological Advance 


It is technological advance which has 
made our larger economic units both 
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possible and more effective. The high 
American standard of living is provided 
by enormous turbine plants, steel mills, 
oil refineries, railroad freight facilities, 
wheat and cattle ranches, packing 
houses, chemical installations, and so on 
—and most people today are generally 
familiar with the size and cost of these 
units, as well as with the enormous cost 
of new developments involving basic re- 
search, pilot plants, and full scale pro- 
duction. If they do not know the exact 
figures, they at least know that the cost 
is great, and that it is still increasing. 

It took only a few thousand dollars 
to tool up for the first automobiles, but 
when Ford changed from the Model T 
to the Model A in the ’twenties, the cost 
of the changeover was a hundred mil- 
lion dollars. There was a time when 
oil wells could be drilled for from $20,- 
000 to $50,000, but today deep-drilling 
costs about $250,000 per well, and a 
recent pioneer well drilled to explore 
the continental shelf of the Gulf of 
Mexico cost two million dollars. 

The initial costs of some kinds of 
capital ventures are so great today that 
it is a question in the minds of many as 
to whether even the biggest businesses 
are big enough to do the job. It makes 
an interesting contrast between the 
charge that business is growing TOO 
BIG and the charge that it is not BIG 
ENOUGH to handle modern economic 


developments. 


Why Businesses Grow 
Of course businesses do not 


simply because of an accumulation of 


grow 


physical assets; they grow so that they 
can achieve important economies in op 
eration and service. Also their size is 
necessary to withstand the risks inherent 
in new developments—and these risks 
get ever larger. Only by their size and 
large financial resources are large cor 
porations able to protect their organiza- 
tions against loss and hard times. 

This probably accounts for the fact 
that in prosperous times the number of 
smaller firms increases, but in times of 
declining prosperity their number de- 
creases and their earnings fall off faster 
than those of larger units. It is only the 
largest corporations which can afford to 
go into the results of 


basic research, 


which may take more than a generation 


to be realized in products and processes, 
and which cost millions of dollars. Yet 
the fact that these things are done in 
America accounts in no small measure 
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for our nation’s economic leadership, 

Why do large corporations enter into 
long-range scientific research and eco- 
nomic planning? Most people would 
say that it was in hope of making a 
profit—and that is a fair and honorable 
answer—but there is another reason not 
so often recognized. The primary pur- 
pose of good corporate management js 
to keep a company in business indef- 
initely. They must look ahead and plan 
for depression risks, competition, obso- 
lescence, exhaustion of natural fe- 
sources, population movements, fashion 
changes, and political attack. They must 
grow reserves against hard times, im- 
prove and lower the cost of their prod- 
ucts, stabilize the security of their work- 
ers as much as possible, and make the 
public like and desire their company as 
a community and national asset. 


At the Pleasure of the Public 


This means in effect that companies 
must make money to stay in business, 
rather than stay in business to make 
money. It eliminates quick and unde- 
served profits and unfair policies on 
practical as well as moral grounds. All 
of those people in America who are sus- 
picious of the motives of big business do 
not have to take expressions of cor- 
porate good faith on trust; they have 
merely to observe that no other course 
will allow a company to stay in business 
today. All business has always operated 
at the pleasure of the public—and that 
pleasure is today much more acute and 
responsive. 

Back to the President again—he stated 
last fall while campaigning that “there 
is a growing and dangerous concentra- 
tion of economic power in the hands of 
a few men... great corporations have 
been expanding their power steadily. 
They have been squeezing small busi- 
further further out of the 
picture.” 

There is much evidence to refute this, 
but take only one example. The De- 
partment of Commerce studied the for- 
tunes of 1000 American corporations in 
the 10 years between 1936 and 1946, 
and showed that the 200 largest had not 
grown as much as the 800 others; the 
total assets of the top 200 had increased 
49.2 per cent, as compared to 108.1 per 
cent for the other 800; their sales had 
increased 101.3 per cent as compared to 
166.8 per cent; and their net income 
after taxes had increased only 40.7 per 
cent, while that of the 800 others had 


increased 115.8 per cent. 
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| have seen, and you have access to, 
reports and tabulations of the Depart- 
ment of Commerce and the Federal Re- 
serve Board, all of which continue to 
refute the President’s charge. But re- 
member this—the people probably are 
persuaded by such statements, and will 
continue to be so persuaded unless we 
change their minds by unremitting hard 
work and intelligent perseverance in 
stating the facts again and again, over 
and over. 


Small Business Interests 


There are undoubtedly people in the 
country who sincerely believe that the 
continued existence of the General Elec- 
tric Company is harmful to the interests 
of what they term “small business,” and 
yet the other day I was looking over a 
partial list of the suppliers and subcon- 
tractors furnishing materials and parts 
on just one of our products—the J47 
turbojet engine. It was not even a com- 
plete list—and on it there were 208 
company names, contributing their skill, 
creating jobs, and I hope making a fair 
profit out of just this one job. 


The Case for Private Business 

This is a long subject, and it requires 
hard work and considerable time to ex- 
amine the evidence in order to build the 
right kind of case for the continuation 
of private business in the United States 
as a guarantee of economic liberty and 
leadership in a world that badly needs 
the fruits of such a system. 

Let me just summarize in this fash- 
ion, and you will have to take the docu- 
mentary proof on faith for the moment: 
If large business enterprises are no long- 
er to be permitted to exist, it must be 
with the following results: 

1. Fewer corporations able or willing 

to take large economic or techno- 

logical risks; 
2. Higher prices and therefore a lower 
standard of living; 


Ww 


Fewer opportunities in private 
business for career employment or 
lifetime employment, followed by, 
in many cases, an assured pension; 
+. Less basic or fundamental scien- 
tific research by private industry ; 


sr 


Fewer adequate-sized private com- 
panies on which the armed services 
must count in case of war. 


The natural consequence of a planned 


EDISON 


destruction of the economic power of 
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New Commercial Lighting Sales Tool Released by EEI 


NEW sales tool for use by commer- 
cial lighting salesmen, in the form 
of a compact slide viewer with a set of 
43 full-color slides which illustrate out- 
standing commercial lighting installa- 
tions, has been released by the Edison 
Electric Institute as a part of the indus- 
try-wide Planned Lighting Program. 
The viewer, small enough to fit in the 
palm of the salesman’s hand, can be 
used at any convenient outlet. Weigh- 
ing only 20 ounces, it can be readily car- 
ried by the salesman and is intended for 
use on the customer’s premises, providing 
on-the-spot demonstrations of Planned 
Lighting’s effectiveness as a sales and 
profit builder. 
The set of 43 color slides which ac- 


company the viewer have been selected 


private corporations would be the trans- 
fer of that power to government. It 
would not actually be destroyed. We 


would simply have big GOVERN- 
MENT corporations. 
Today the people have _ recourse 


against monopoly and inefficiency in 
private business, and they do not hesi- 
tate to act upon it, sometimes in the 
courts, but more often and more sav- 
agely in the marketplace. 


No Recourse 


They should remember, before it is 
too late, that there is no recourse against 
government monopoly and_ inefficiency 
—no recourse but one, that is, and it is 
the kind of cure that finds the patient 
“cold stone dead in the market.” It is 
the kind of cure that the Congressman 
from Arkansas suggested for the im- 
pending deficit. Benjamin Hill, a United 
States Senator, said this in 1878: 

“T do not dread these corporations 
as instruments of power to destroy 
this country, because there are thou- 
sands of agencies which can regulate, 
restrain, and control them, but there 
is a corporation we may all dread. 
That corporation is the Federal Gov- 
ernment. From the aggression of this 
corporation there can be no safety if 
it is allowed to go beyond the well- 
defined limits of its power. I dread 

nothing so much as the exercise of 
ungranted and doubtful powers by 
this government. It is, in my opin- 


to show examples of Planned Lighting 
installations in typical stores, offices, 
schools and eating establishments. Photos 
of good local lighting jobs can readily 
be added to the set, and full instructions 
for this are furnished with the viewer. 

The viewer and slides are supplied in 
a sturdy metal case, complete with view- 
ing screen, magnifying lens and electric 
cord. 

The viewer and slides are available 
to EEI member companies at $15 per 
set. The viewer alone is priced at $5, 
and the set of slides is priced separately 
at $10. To non-members of EEI, prices 
are as quoted plus 10 per cent. Viewers 
and slides may be ordered from Edison 
Electric Institute, 420 Lexington Ave., 
New York 17, N. Y. 


ion, the danger of dangers to the 

future of this country. Let us be sure 

that we keep it always within its 
limits.” 

And Franklin D. Roosevelt, a gover- 
nor of the great state of New York, said 
this in 1932: 

“Were it possible to find master 
minds so unselfish, so willing to de- 
cide unhesitatingly against their own 
personal interests or private preju- 
dices, men almost God-like in their 
ability to hold the scales of justice with 
an even hand —such a government 
might be to the interest of the coun- 
try; but there are none such on our 
political horizon, and we cannot ex- 
pect a complete reversal of all the 
teachings of history.” 


Worth Fighting For 

Seventeen years later, I find myself 
still in full accord with that remark. 
And 50 years after the day when, as a 
boy with a large appetite and certain 
well-defined responsibilities, I took my 
first job in the electrical industry, a 
private, capitalistic-type of business 
which attained a modest success 
and a good reputation with the folks 
next door, I find that I can recommend 
to you without reservation this industry 
and the economy to which it has brought 
such great leadership and magnificent 
benefits, as a venture that is not only 
worth continuing but worth fighting 


has 


for. 
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Outlook for Utility Financing 


By Harold H. Young 


Partner, Eastman, Dillon & Company 


An address before the Seventeenth Annual Convention of the EEI, Atlantic City, N. J., June 1, 1949 


HE industry has a big job ahead 

in connection with utility financ- 

ing, but let me say at the outset 
that I am convinced that success is as- 
sured if the task is approached aggres- 
sively. The problems involved can be 
simplified somewhat through coopera- 
tion and mutual understanding between 
the electric industry and the investment 
bankers. I hope I may be able to con- 
tribute a few observations today which 
may be helpful in this connection. 


Utility Bonds Popular 


The most obvious topic to mention 
first is senior financing. Sales of mort- 
gage bonds represent the least of your 
worries. There is no let-up in sight 
in the demand for good public utility 
mortgage bonds. This is partly because 
of today’s pattern of savings. 

Individuals find it increasingly diffi- 
cult to set aside any substantial sum 
over and above their operating expenses 
and taxes but they are carrying large 
amounts of life insurance. 
income plans are popular. Many cor- 
porations are setting up pension funds 
for their employees. Consequently, in- 
surance companies and the banks which 
act as trustees for pension funds have 
huge sums of money coming into their 
hands to invest every month. 
amounts of bonds are purchased and, of 
course, public utility bonds are very 
popular in this connection. 

The Life Insurance Association of 
America, in their 1948 report for com- 
panies representing over 99 per cent 
of the total assets of the life insurance 
companies in the country, indicate that 
the admitted assets of these companies 
showed a net increase last year of more 
than $3,800,000,000. As long as you 
have such a volume of money seeking 
an outlet, along with other institutional 
demands, there would seem to be little 
worry about the ability to dispose of 
bonds. 


Public utility bonds are among the 


Retirement 


Large 


mediums most popular with institutions, 
and the group of life insurance compa- 
nies which I mentioned increased their 
holdings of utility bonds last vear by 
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the net amount of more than $1,800,- 
000,000. Rates of interest will fluctua- 
ate from time to time but in the last 
analysis there is relatively little differ- 
ence between a rate of 2.80 per cent and 
2.90 per cent, or between 3.10 per cent 
and 3.20 per cent, for example. 

Mortgage bond money, by almost any 
standard of comparison, is cheap money. 
There is danger that because it is both 
plentiful and cheap, some companies may 
be tempted to make maximum use of 
this medium of financing. Let me urge 
you not to yield to this temptation. 
Much has been done in recent years to 
strengthen and improve capital struc- 
tures, and serious students of the prob- 
lem are eager that there be no retro- 
gression in this respect. 


Backlog of Bondable Additions 

Those of us who were actively in- 
terested in utility finances in the early 
1930’s recall all too well that heavy 
debt can be embarrassing. To be sure 
we do not expect the set of conditions 
then existing to recur. However, de- 
spite the fact that there are no serious 
clouds on the horizon at present, the 
time might come when equity financing 
could not be done as readily as it can 
be today. In such a situation it would 
be good to have a backlog of bondable 


additions against which mortgage bonds 


could be issued and to have your general 
credit condition sound. 

A few companies have made some 
use of debentures in the recent past, in 
lieu of mortgage bonds, with the avowed 
purpose of holding bondable additions 
for possible future needs. This line of 
approach might have some merit so long 
as the debentures are used instead of 
bonds. 

I am not advocating the use of de- 
bentures where equity securities ought 
to be sold to maintain satisfactory ratios. 
While there may be nothing sacrosanct 
about financial standards set up in re- 
cent years, they have been developed 
after careful study and observation and 
they are entitled to respect. 


Preferred Stock Financing 


The volume of preferred stock financ- 
ing has been relatively low in recent 
months although it has been showing 
signs of revival. To understand this 
situation, it is necessary to trace what 
has been going on in the preferred stock 
market in the last few years. 

Historically, the buyer of preferred 
stocks was the private investor who was 
attracted by high yields. When I was a 
kid in the business in the 1920's, the 
going rate for preferred stocks was about 
7 per cent. In more recent years, this 
rate declined and, after a while, the 
average return on preferred stocks was 
so low as to discourage further interest 
on the part of most private investors. 

At this particular point, institutions 
were having difficulties putting their 
funds to work, partly because of the 
drying up of new mortgages during the 
war years. Many institutions stepped 
into the preferred stock market with 
avidity and yields were driven to low 
levels which were unprecedented. Some 
companies were successful in financing 
with preferred stocks at yields of less 
than 3% per cent. In due course other 
avenues opened up for the investment 
of institutional funds and the insurance 
companies lost interest in preferred 
stocks. With changes in general money 
rates, the returns on these issues rose 
into the area from 4 to 4% per cent, 
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with the result that institutions saw 
preferred stocks, which they had pur- 
chased at 100, selling at 80 to 85. 

Naturally, this experience left them 
in an unhappy frame of mind and con- 
tributed to a chilling of their enthusiasm 
for these stocks. One problem as to pre- 
ferred stocks in portfolios of insurance 
companies is that in most cases they 
must be carried for valuation purposes 
at market values while bonds may be 
carried at amortized values. 


Sinking or Purchase Funds 


Many institutional buyers point out 
that they may purchase a bond at the 
wrong phase of the money market and 
see prices decline subsequently but at 
least their investment is restored at the 
maturity of the bond. On the other 
hand, they may purchase a preferred 
stock at the wrong time and, because 
there is no obligation to retire the pre- 
ferred, they may never see their money 
intact again. This line of approach has 
led to something rather novel in utility 
preferred stock financing—the creation 
of sinking funds or purchase funds. 

The sinking fund involves a commit- 
ment to retire a specified amount of 
stock annually while the purchase fund 
retires stock only if it is available at or 
below the original issue price. A satis- 
factory sinking fund gives a preferred 
stock many of the attributes of a long- 
term debenture, but some utility com- 
panies object to such a fund as adding 
to their problems of raising capital. 
Recent sales of preferred stocks suggest 
that it is entirely possible to sell these 
stocks without sinking or purchase funds 
but some institutions still indicate they 
would be happier with them. 

It appears at present that preferred 
stock financing can be done in greater 
volume than that prevailing for some 
time if the companies will accept the 
fact that the return to the investor may 
have to be from around 414 to 4% per 
cent for the better recognized names, 
and +34 per cent, or even higher, for 
the less favored names. Some institu- 
tions take the attitude that a spread of 
14 per cent between the return of a 
company’s bonds and the return on its 
preferred stock should be regarded as 
fairly normal. 

Certainly, utility executives would do 
well to recognize that there is little 
chance of doing preferred stock financ- 
ing again as advantageously as it was 
done in 1946. A rate of 4% to 5 per 


cent is much more normal and still is 
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economical as compared with the 6 and 
7 per cent of the old days. Obviously, 
spreads paid to underwriters must be 
reasonably generous as these preferred 
stocks are not sold with the readiness 
with which bonds are sold. 

Lessening of expansion activity among 
industrial enterprises might very pos- 
sibly influence institutions to renew some 
of their former interest in utility pre- 
ferreds. With a realistic viewpoint to- 
ward prices and spreads, preferred stocks 
can be sold and are a desirable medium 
for a certain segment of the over-all 
financing program. 

Questions are raised occasionally 
about the use of convertible securities, 
either debentures or preferred stock. 
Convertible securities used in the prop- 
er place can be very helpful, but if used 
ill-advisedly, they can be a serious handi- 
cap. My feeling is that they serve a 
useful purpose when a company fore- 
sees a definite set of circumstances aris- 
ing in the future, such as a favorable 
change in dividend policy, which will 
make its common stock sell higher than 
it is selling at the time of the financing. 


Convertible Debenture Issues 


Probably the two best examples of 
companies which have successfully used 
convertible debentures in recent years 
are Public Service Co. of Colorado and 
Public Service Co. of Indiana. Both 
companies put out convertible debentures 
in 1947 and the conversion was com- 
pleted by the Colorado company in late 
1948 and by the Indiana company in the 
recent past. The net realization to the 
company was definitely higher in both 
cases than it would have been if the 
stock had been sold at the time the de- 
bentures sold. However, both 
companies had in their favor a change 
in dividends which made their common 
stock more attractive and which could 
be foreseen at the time the debentures 
were sold. 

The danger in convertible securities 
lies in their use when there is no fore- 
seeable change in status of the common 
stock but where there is dependence, 
rather, on a general improvement in the 
equity market to make conversion at- 
tractive. In such a case, a company may 
find that in the absence of market im- 
provement, 


were 


been 
stimulated. When new equity financing 
has to be done, the presence of converti- 
ble securities in the financial structure 
may be a deterrent because conservative 
analysts often look at earning power, 


conversion has not 
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effect to potential dilution 
through the conversion, even if con- 
version has not taken place. 


giving 


Sales In Utility Common Stock 


Turning now to the common stock 
market, the picture is a more cheerful 
one than we have had in some time. If 
I had been filling this assignment a year 
ago, I would have had to point out three 
recurring objections raised when pur- 
chases of utility common stocks were 
suggested. These were: (1) that utility 
companies were caught in a squeeze be- 
tween increasing costs on one hand and 
allegedly inflexible rates on the other; 
(2) that the huge amount of financing 
to be done would hold down the level 
of common stock prices and (3) that 
the divestment of operating company 
common stocks by holding companies 
would create a heavy supply of stocks to 
be digested. Many of us did not sub- 
scribe to these premises but the fact re- 
mains that many buyers thought along 
the lines indicated. 

The more favorable feeling toward 
utility stocks, which began to be in evi- 
dence around the turn of the year, was 
brought about in considerable measure 
by the change from an atmosphere of 
inflation to one of deflation. When com- 
modity prices began to level off, and sub- 
sequently to decline, people were ready 
to concede that the utility companies 
would be affected favorably, rather than 
otherwise. Also, they recognized that 
if we were to have some modest reces- 
sion in business, utility stocks might be 
owned more safely than industrials or 
rails. 


Recent Utility Equity Issues 

As a result, in recent months we have 
seen excellent buying in utility common 
stocks and the demand is continuing. 
For example, we saw the sale of New 
York State Electric & Gas common by 
its parent, General Public Utilities, in 
a transaction involving more than $35,- 
000,000. A utility equity deal of this 
magnitude could not have been handled 
nearly as satisfactorily a year ago. The 
success of all the offerings of stocks for 
new money has helped to dissipate the 
fears that these deals could not be car- 
ried through and people now realize 
that holding company divestments are 
coming in orderly fashion so that there 
will be no unmanageable flood of stocks 
from this source. 

The price structure of utility com- 
mons has already strengthened. I am in- 
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clined to give encouragement to any of 
you who need equity capital in the near 
future to take advantage of the good 
demand which now exists. This should 
not be interpreted as urging all of you 
to go back to your offices and file regis- 
tration statements next Monday morn- 
ing as one of the problems we have in 
the financing field is the scheduling of 
new issues. There is room for a lot 
more cooperation in the spacing of dates 
for offerings of utility securities, both 
debt and equity. 


Pre-emptive Rights 

If we are in agreement that common- 
stock utility financing can be done at 
the present time, let us think a moment 
about the best methods. Some of you 
are in states where pre-emptive rights 
are established by law but others of you 
can make a decision as to whether to 
offer new stock through rights to exist- 
ing stockholders or through an under- 
written offering to the public. There is 
not necessarily a definite answer to this 
question as there is something to be said 
on both sides. 

Obviously, rights involve a certain 
amount of expense and nuisance which 
you would like to avoid. On the other 
hand, if your stockholder relationships 
have been well cultivated over the years 
you can count on a certain degree of 
loyalty from your stockholders in mak- 
ing additional stock purchases when you 
present the opportunity. We have ob- 
served that an investor might not come 
to his security dealer’s office and say he 
had money to invest, but if rights come 
to him from one of his companies he will 
go “under the mattress” or into the 
“piggy bank” and come up with the 
necessary funds to exercise the rights. 
By and large, the utility investor is of 
a conservative type, who often is prone 
to look on himself as really a part owner 
of a business. 


Dealer Commissions on Rights 
If you issue rights, I urge you to 
consider seriously the payment of com- 
missions to dealers for getting the rights 
exercised. This device has been used by 
a number of companies with satisfaction. 
This suggestion is not the plea of a 
hungry investment man, seeking a hand- 
out, but rather a statement of the case 
that there is gain to a company in hav- 
ing the dealers working for them, and 
also that a dealer is entitled to fair re- 

muneration for the work he does. 
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Many of you whose chief contacts are 
with big investors may not realize what 
goes on with the small investor who has 
bought a stock on the recommendation 
of his security dealer. He takes the 
rights into that dealers’ office and asks 
“What shall I do?” If the dealer ad- 
vises that they be exercised, more likely 
than not, he tells the dealer to go ahead 
and attend to the details. The amount 
of time and out-of-pocket expense in- 
curred by the dealer in such a trans- 
action is substantial, and in the absence 
of a commission, it is a dead loss to him. 
Certainly he cannot afford to search out 
his customers and urge them to sub- 
scribe to the new stock as you would 
like to have him do. 

There is valid objection to attempting 
to insure success of a rights offering by 
pricing the stock substantially below the 
existing market. In the first place, such 
a policy tends to destroy a substantial 
amount of market value as operations 
In the 


second place, an investor who decides to 


of arbitrageurs depress prices. 


sell his rights may do so and look on 
the proceeds as a generous extra divi- 
dend, not realizing that, in effect, he 
has sold a part of his capital investment. 


Exchange Listing 

The question as to whether stocks of 
utility companies coming on to the mar- 
ket for the first time should be listed on 
an exchange is a controversial one. As 
[ am identified with a house which has 
both exchange memberships and over- 
the-counter distribution, I can speak dis- 
I feel there is merit in 
having the stock seasoned for a period 
in the over-the-counter market, especi- 


passionately. 


ally if the company is small or off the 
beaten track. 

Some of these companies probably 
should have their shares in the over-the- 
counter market more or less indefinitely. 
On the other hand, with suitable season- 
ing, the larger and better-known com- 
their 
a substantial 
interest has developed on the part of 
institutions, as such buyers usually pre- 
fer a listed market. 


panies can advantageously list 
shares, particularly when 


Blue-sky laws in 

some states favor listed stocks. 
However, real mis- 

sionary work to be done and a story 


when there is 
needs to be told which requires time and 
effort, the contribution which dealers in 
unlisted securities make through 
their retail sales organizations is im- 


portant and valuable. 


can 


An objection raised in some quarters 





June, 1949 


to the purchase of utility stocks is the 
failure of the industry in recent years 
to show gains in the balance of earnings 
for its common stockholders commen- 
surate with the growth in business. In 
fact, composite figures for the industry 
have been very disappointing in the 
small increases on the bottom line, espe- 
cially in view of new capital invested. 


“Not A Growth Industry” 

Of course, many individual companies 
have done better than the average for 
the industry. A while ago a trust officer 
of a bank told me that his institution did 
not approve utility stocks for trust ac- 
counts which could buy common stocks 
because, he said, “The utility industry 
is not a growth industry.” Noticing that 
[ was startled by this observation, he 
went on to say that he recognized that 
the business and revenues of the industry 
were growing but that this did not show 
up in higher earnings for the common 
shares. 

I feel strongly that this problem is 
one which utility companies must recog- 
nize and face. While there is a certain 
segment of the investing public which 
is satisfied with stability, I fear you can- 
not sell the amount of common stock 
you have got to sell unless it is possible 
for the purchasers to look ahead with 
hopes of higher earnings and dividends 
as time goes on. 

If you feel you can show improved 
earnings for your shareholders only by 
getting higher rates, then I urge you 
sincerely to go after them. Over the 
years the electric industry has been so 
successful in consistently reducing rates 
that I recognize that some executives 
are reluctant to reverse the trend but 
the problem should be faced squarely. 
Generally speaking, I think the regula- 
tory bodies have been sympathetic with 
justified pleas for higher rates. 

I notice that many executives in 
public utterances or in annual reports 
lay stress on their three-fold responsi- 
bility to their customers, their employees 
and their stockholders. It is interesting 
to contemplate for just a minute how 
these responsibilities have been met. 

As to the customer, we all know that 
the quality of service today is excellent, 
and while there have been some modest 
increases in rates in certain spots in the 
recent past, the cost of electricity in most 
places is now definitely lower than in 
the pre-war years. This is in marked 
contrast to practically every other item 
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in the family market-basket which costs 
much more than it did before the war. 
As to the employee of the power com- 
pany, we know that his wages have been 
stepped up consistently. United States 
Bureau of Labor Statistics show that 
the average weekly earnings of em- 
ployees in this industry were $35.10 in 
1940 and $60.77 in 1948. Further- 
more, this is only a part of the story as 
we must consider also what has been 
done for the employees in the way of 
retirement plans and other so-called 
“fringe” benefits in recent years. 


Representative Returns on Common Shares 


Now, let us see how the common 
stockholder has fared in the same period. 
[ picked a list of eleven representative, 
well-known utility companies whose 
common shares were in the hands of the 
public as far back as 1940. If an in- 
vestor had owned one share of each of 
these stocks in that year, his combined 
dividends would have been $25.53'4. 
The return on the equivalent holdings 
in 1948 was $24.041%4. In other words, 
he would have received a slightly lower 
return last year, and if we even mention 
the purchasing power represented by 
that return, the story is a sorry one. 

I leave it to you as to which of the 
three groups you are working for has 
come out on the short end. I touch on 
angles, such as this, because I think you 
should know what factors may be deter- 
ring some people from buying your com- 
mon stocks and what you 
make them more attractive. 

Passing from the general problem to 
the problem of the individual companies 
in raising equity, I want to remind you 
that while you may be engaged in a non- 
competitive enterprise so far as your 
service is concerned, you are in a highly 
competitive situation in respect to your 
securities, and more especially 
stocks. It behooves you to spend con- 
scientious time and effort in getting the 
story of your company before the in- 
vesting public and especially before in- 
vestment dealers and others who make 
recommendations to the ultimate pur- 
chasers. Your stock will be passed by 
if these advisers are unfamiliar with it. 

From time to time, 
raised as to the wide disparity in rela- 
tionship between the earnings of various 
companies and the prices at which their 
shares sell. We speak of this relation- 
ship most frequently in terms of the 
Price-earnings ratio. This subject would 
be broad enough in itself for a talk, and 


can do to 


your 


questions are 
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it is a subject I have studied carefully. 

May I say that the results of these 
studies have convinced me that the 
most important single influence on the 
price-earnings ratio is the proportion of 
earnings on the common stock paid out 
as dividends. If you want to get the 
best price for your stock, as you sell it, 
and if you wish to gain the loyalty of 
your stockholders, you should contem- 
plate a dividend policy as generous as 
good judgment dictates. 

There are two schools of thought 
about raising common equity. One 
group favors keeping dividends low and 
retaining earnings to as high a degree 
as possible so as to minimize new financ- 
ing, while the second group favors the 
payment of a fair dividend and the rais- 
ing of new funds from sale of additional 
stock, as needed. My vote is cast un- 
hesitatingly for the second approach. 

A big reason for the sensitivity of the 
market to dividends, rather than earn- 
ings, is that the investor who buys oper- 
ating utility common stocks generally is 
a conservative individual, interested to 
a considerable extent in Ob- 
viously, these stocks are not vehicles for 
wide speculative gains. If the purchaser 
is interested in income he is willing to 


income. 


pay more for those earnings which come 
to his door every quarter in the form of 
a check than he is for earnings plowed 
back for reinvestment. In other words, 
“a bird in the hand is worth two in the 
bush,” as far as the average stockholder 
is concerned. Furthermore, since the 
earnings are his, he would welcome the 
opportunity to decide, himself, whether 
to reinvest them. 

Some companies seem strangely re- 
luctant to raise their dividend rates in 
the face of earnings which would seem 
to warrant higher disbursement and, in 
my opinion, this is a shortsighted policy. 
Obviously, it is impossible to set a figure 
which is universally appropriate as to 
the proportion of earnings which should 
be disbursed as dividends, but I do urge 
vou to review your own situation to see 
whether you are playing fair with vour 
stockholders in this matter. 


Competitive Bidding On Bonds 

One other matter, I wish to mention 
in passing, is competitive bidding. This 
seems to be pretty well recognized now 
as standard procedure in the sale of 
utility bonds. Unfortunately from the 
standpoint of the investment business 
competition has become so keen that the 
spreads to dealers on competitive bond 
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deals are woefully small. They are 
utterly inadequate to compensate for the 
risk and for the amount of time as well 
as out-of-pocket expense which is in- 
volved for each competing group. 

You may rightfully say that it is our 
own funeral and a situation of our own 
creation. This is true to some extent but 
| want to point out that if the situation 
continues as it is, there is a danger that 
the investment business will not continue 
in a strong and healthy condition and 
you certainly need a strong and healthy 
investment banking industry to raise the 
huge amounts of funds you are going 
to need. 


Competitive Bidding on Equity Securities 
Competitive bidding for equity securi- 
ties is another matter, and here I fee! 
there is an excellent case to be presented 
in favor of negotiated transactions. For 
a successful sale of equity issues a great 
deal of preliminary work is both neces- 
sary and desirable. Obviously, if a 
group is uncertain whether or not it 
will be the successful bidder, promo- 
tional work must be held to a minimum. 
This means that the issuing company 
must suffer, both as to the price it re- 
ceives for its securities, and the type of 
distribution which its shares get. 

Another important factor is timing. 
With dead-line bidding, dates must be 
set well in advance and the issue may 
come to the market at a poor time 
whereas negotiated deals have a flexi- 
bility as to scheduling which permits the 
company and the dealers to agree on an 
advantageous time to bring the deal. 
Companies location is off the 
which are not well 
known to the investing public, partic- 
ularly need a great deal of educational 
work. 

It is sincerely hoped that something 
may be worked out whereby competitive 
bidding on equity deals may not be in- 
sisted In respect to negotiated 
deals, remember that the degree of in- 
terest in your situation on the part of 


whose 


beaten track, or 


upon. 


various dealers will vary over a period 
of time. You may gain new friends who 
could be very helpful in distributing 
your shares but who were not in groups 
which distributed your shares in earlier 
offerings. Fairness dictates recognizing 
this fact when new underwriting groups 
are made up. 

Let me say in conclusion that those of 
us who work closely with utility securi- 
ties are convinced that we are talking 

(Continued on page 200) 
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Vigorous, Forthright Speeches Win Industry Acclaim at 


out of bricks and mortar into working 
capital,” Mr. Bodine said. Desirable as 
well as undesirable features are present 
in the purchase-lease plan, he said, and 
whether it would be advantageous in a 
given situation depends on several fac- 
tors, such as the jurisdiction of regula- 
tory authorities, and a comparison of tax 
and accounting positions under such a 
plan, as against direct ownership and 
financing. 

Hon. C. Emory Glander, ‘Tax Com- 
missioner of Ohio, and President of the 
National Association of Tax Adminis- 
trators, then spoke to the meeting on 
“protecting the taxpayer,’’ recommend- 
ing that the federal government adopt 
“budgeting and accounting procedures 
that will clearly show what spending 
programs are contemplated, what they 
will cost, and how wisely the money has 
been spent.” 

As another “desperately needed re- 
form in governmental finance,’ Commis- 
sioner Glander called for a prompt study 
of the “crazy-quilt system of federal- 
state-lecal taxation.” He charged that 
the “federal government is now taking 
such a large slice out of the total tax dol- 
lar that the tax resources of the states 
and their local governments are severely 
restricted,” and indicated his belief that 
“countless cesspools of waste and ex- 
travagance”’ would be revealed in gov- 
ernmental units, if business-like budget- 
ing and accounting methods were used. 


“Cut Governmental Budgets” 


Deploring the tremendous increase in 
the tax burden, Commissioner Glander 
said that “this trend, sooner or later, 
will take its tragic toll of our American 
standard of living. . The time has 
come to cut governmental budgets, to 
pay governmental debts, and thereby 
pave the way for ultimate tax reduc- 
tion.” 

World War II “inflationary forces 
have for the time being run their course,” 
George B. Roberts, vice president, The 
National City Bank of New York, New 
York, N. Y., told the delegates, and re- 
marked that “for a regulated industry 
such as the utilities, this means a par- 
ticularly welcome relief from the worst 
problems of rising costs.” 

“There should now be more oppor- 
tunity for technology and for the tradi- 


tionally laggard rate adjustments to 
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catch up,” Mr. Roberts said. ‘That the 
utilities have come through the inflation 
so well is not only a reflection of Amer- 
ica’s great need for power, but a tribute 
to technical and managerial efficiency of 
which the industry may well be proud.” 

Mr. Roberts warned that the “power- 
ful trend of growth’’ provided by scien- 
tific skill and managerial ability and ex- 
perience can be impeded by government 
taxes, inflationary credit and fiscal poli- 
cies, and said that there is a never-end- 
ing problem in “maintaining the forces 
that built this country and made it 
great.” 


COMMERCIAL—PARALLEL SESSION 

The Thursday afternoon commercial 
session, presided over by Harry Restof- 
ski, Chairman of the EEI Commercial 
Division General Committee, heard as 
first speaker, Edwin Vennard, vice presi- 
dent, Middle West Service Company, 
Chicago, Ill., who outlined an electric 
company sales promotion program based 
upon “increasing the per cent return on 
total investment, rather than increasing 
gross kilowatthour sales, gross revenue, 
or even net revenue.” 

Such a sales program, he suggested, 
should be primarily designed to improve 
load factor. ‘An improvement in load 
factor from 60 per cent to 69 per cent 
will enable a typical company to increase 
its present 4.93 per cent return to 6 per 
cent,” he declared. 

The important part rate structure 
plays in the success of this kind of en- 
deavor was emphasized by Mr. Vennard. 
“Under present-day conditions,” he said, 
‘“‘we need to be more scientific in our rate 
design so that we can be assured that an 
adequate increase in per cent return re- 
sults from the sales effort.” 

Emphasizing that “wishful thinking” 
will not still “the voices of socialism,” 
D. C. McKee, president and general 
manager of The Empire District Elec- 
tric Company, Joplin, Mo., then told 
the delegates that, to preserve the electric 
industry, “our actions must continually 
inspire and warrant the public to oppose 
inroads on our industry, which will pave 
the way for their own ultimate sociali- 
zation.” 

Discussing the “conflict of principles 
as to the relation of government to in- 
dustry,” Mr. McKee that the 


electric industry “has been singled out 


noted 


for attack,” and declared that electric 
company sales efforts should “increase 
the comfort or convenience of our cus- 
tomers, or the economic welfare of the 
community we serve; we are selling ser- 
vices not measured by our meters.” He 
said that “the people should be made 
aware that we deserve encouragement 
from all branches of government rather 
than being singled out for governmental 
competition.” 

In his discussion of selling vs. so- 
cialism, Merrill E. Skinner, vice presi- 
dent of Union Electric Company. of 
Missouri, St. Louis, Mo., warned that 
“the one sale we dare not lose is to the 
people of the United States. It involves 
their acceptance of business management 
for utility operation. . . . If we lose this 
sale, we can forget our other problems 
because they will become the responsibil- 
ity of some agency of government.” 

Mr. Skinner declared that “our com- 
petition makes its headquarters in Wash- 
ington, and its grand strategy is con- 
cocted in the deeply entrenched bureau- 
cracies of the Federal Government.” 

Winding up the commercial session 
was a showing of the new kitchen film, 
“The Constant Bride,” now being exten- 
sively used in connection with the All- 
Electric Kitchen Program. 


Outlook for Utility 
Financing 

(Continued from page 199) 
about one of the finest types of merchan- 
dise which can be offered to the invest- 
ing public. We are proud to be identi- 
fied with a group which has done such 
an outstanding job over the years as you 
gentlemen have done. 

As we spread the gospel of utility 
securities we are selling something that 
we believe in thoroughly. We ask your 
sympathetic help and consideration in 
keeping us posted with the facts and 
figures we need to do this selling job. 
We ask your cooperation in making 
your securities as attractive to the in- 
vesting public as possible. 

With this cooperation I am thoroughly 
convinced, as I said in the beginning, 
that the money you need can and will 
be raised. I pledge you the active and 
aggressive assistance of the investment 
bankers in attaining that end. 
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Report of the Prize Awards Committee 


Presented by H. M. Sawyer 


Chairman, Prize Awards Committee, EEI 


An address before the Seventeenth Annual Convention of the EEI, Atlantic City, N. J., 


OUR Prize Awards Committee, 
on which I served as Chairman, 
along with Ed Gushee and Clar- 
ence Law, would like to express their 
thanks for the time and interest of those 
who served as judges in determining the 
winners of these awards: 
The Reddy Kilowatt Annual Report 
Contest Awards 

The Claude L. Matthews 
Award 

The Safety Achievement Award for 
1948 

The Planned Lighting Awards 

Before proceeding I should like to an- 
nounce the winners of the awards pre- 
sented at the Chicago Sales Conference 
in April; and I should like, also, to sum- 
marize some of the remarks that I made 
at that time about these contests. 

Awards covering three prize contests 
were made at Chicago. They were the 
George A. Hughes’ Awards covering the 
promotion of electric kitchens, electric 
range promotion, electric water heater 
promotion and the promotion of electric 
cooking. 

The Laura McCall Awards covered 
accomplishments in the home service 
field. 

The Thomas W. Martin Award cov- 
ered the development of farm load. 

I am sure that most of you are famil- 
iar with the terms of these contests but 
any one who is not can readily secure any 
desired information from the Edison 
Electric Institute. As a matter of fact, 
terms of the various contests, covering 
1949 activities, will be released, shortly, 
to all member companies of the EEI. 


GEORGE A. HUGHES 
AWARDS 

The Hughes’ Award winners are as 
follows : 
Class 1—covering electric kitchen pro- 
motion: 

Ist Prize—Southern California Edison 

Company. 

2nd Prize—Union Electric Company 

of Missouri. 
Class 2—covering electric range promo- 
tion: 
Ist Prize—Utah Power and Light 
Company. 


Valor 
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2nd Prize—Pennsylvania Power and 
Light Company. 
Class 3—covering electric water heater 
promotion: 
Ist Prize—The Detroit Edison Com- 
pany. 
2nd Prize—Pennsylvania Power and 
Light Company. 
Class 4—covering the promotion of com- 
mercial cooking: 
Ist Prize—West Penn Power Com- 
pany. 
2nd Prize—The Ohio Power Com- 
pany. 


LAURA McCALL AWARDS 

There are two divisions to the Laura 
McCall Award based on the size of the 
home service department: 

Division A award went to Mrs. Lucie 
Ramirez of The Washington Water 
Power Company. 

Division B award went to Miss Mar- 
garet Schneider of the Wheeling Electric 
Company. 

Further, third MeCall 
Award made to individual members in 
the home service department of three dif- 
ferent companies whose ideas have made 
the greatest contribution to the advance- 
ment of modern ELECTRIC homemak- 
The winners under this Division C 


there is a 


ing. 
were: 

Miss Kathryn Spencer, Indianapolis 
Power & Light Co. 


Miss Elizabeth Parker, Georgia Pow- 
er Co. 
Miss Marguerite Fenner, Pacific Gas 


& Electric Co. 


THOMAS W. MARTIN 
AWARD 

The winner of the Thomas W. Mar- 
tin Award was, this year, Mr. L. L. 
Koontz of the Appalachian Electric Pow- 
er Co. 

I should like to call to your attention 
that the terms of the Martin Award 
have been broadened, somewhat, cover- 
ing 1949 activities. 

Provision (a) of the Rules and Regu- 
lations previously read “Agricultural ad- 
vancement within a company’s territory 
due to the use of electricity.” This pro- 
vision has been amended to read “Agri- 
cultural advancement within a company’s 
area attributing to increased USE of 
electricity.” 

Provision (4) covering rural develop- 
ment programs designed to build a more 
prosperous agriculture has been broad- 
ened to include benefits to the commu- 
nity and to the company even though 
not directly leading to the use of more 
kilowatthours. 

Inasmuch as in most companies the 
building of rural lines is well on the way 
toward completion, you will notice that 
the Martin Award terms now more 
strongly than before, stress public rela- 
tions and sales activities. 

I should like to suggest that you read 
the new terms carefully when they are 
released. I am certain it is not necessary 
to emphasize the importance of building 
up kwhr usage and good will among our 
ever growing rural customers. 

At the Chicago Conference, I placed 
before those in attendance certain views 
with respect to the importance of these 
prize contests to all of us. I stressed the 
advantages to be gained by publicizing 
them locally and nationally, and this year 
arrangements were made to have good 
pictures available and these pictures were 
made good use of both locally and na- 
tionally. 

The donors have offered these awards 
in order to stimulate interest in the sales 
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President Charles E. Oakes (center) receives the Reddy Kilowatt Annual Report Contest 

Award for the Pennsylvania Power & Light Company, presented by Ashton B. Collins, 

President of Reddy Kilowatt Service, as H. M. Sawyer, Chairman of the Prize Awards 
Committee, looks on. 


promotional fields with which they are 
concerned. The Martin Award has 
brought to us an awareness of the im- 
portance of building rural load. The 
Hotpoint Company has inspired all of us 
to real efforts in electric cookery and al- 
lied appliance usage. McCalls’ Maga- 
zine has done much to bring the advan- 
tages of electric appliances to the house- 
wife and has provided an incentive to 
compare our efforts, one with the other, 
toward gaining public acceptance of the 
all-electric home. The Planned Light- 
ing Awards have given us new awareness 
of the potentialities in this field. 

It is my belief that there are potential 
benefits from these contests which are not 
being utilized. It seems quite possible to 
me that each company preparing an entry 
may find something to correct in its own 
sales plans, or by the preparation of such 
an entry, disclose to the chairman of the 
board, or its president, or its chief engi- 
neering officer some of the sales problems 
that it faced and how such problems were 
sclved. 

If we, the utilities, do not take full 
advantage of the graciousness of the 
donors, then I seriously say to you we do 
not deserve their consideration. 

Another thing which seemed impor- 
tant to me was to stress the fact that 
elaborate or costly entries are entirely un- 
necessary. Winners are chosen only on 
the basis of originality of idea and the 
results obtained. I told the experience 
of our own companies who, this year, 


submitted three simple, hand-prepared 
and inexpensive entries all of which 
placed among the winners, while one of 
our companies prepared two costly entries 
in 1947, neither of which won an award. 

The other point on which I dwelt at 
some length in Chicago was the use to 
which these entries are put. It is my be- 
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lief that they should be made readily 
available for the use of all companies, 
This in my opinion should not be limited 
to the winning entries. I am sure many, 
many worth while ideas are represented 
in the entries which do not win. 

One of the reasons we have these con- 
ventions and conferences is to give all of 
us an opportunity to have the benefit of 
the ‘other fellow’s” thinking and experi- 
ence. A similar advantage could be 
gained by free access to these contest en- 
tries. It was suggested by me that com- 
mittee chairmen could benefit by a study 
of the entries and certainly the donors 
could find many promotional uses for the 
ideas presented therein. 

Far-seeing operating executives, I am 
certain, will recognize that the sales pro. 
motional “moratorium” is at an end. 
Let’s take full advantage of these con- 
tests to stimulate interest and know-how 
to the end of higher kilowatthour use. 


REDDY KILOWATT ANNUAL 
REPORT CONTEST AWARDS 

The Reddy Kilowatt Annual Report 
Contest Award, established ten years ago, 
is open to all business-managed electric 
power and light companies with the ob- 
ject of creating greater stockholder inter- 
est and understanding of company reports 
and better public relations among stock- 
holders by enabling them to better under- 
stand the company’s problems and ac- 
complishments. 





Winners of the Planned Lighting Awards for 1948 are left to right: J. S. Schuchert, 
Duquesne Light Co.—2nd Prize Commercial; J. E. Mueller, West Penn Power Co.—Ist 
Prize, Residential; J. M. Guillory, New Orleans Public Service, Inc——1st Prize, Commer- 
cial; Mr. Sawyer; J. M. Stedman, Pennsylvania Power & Light Co—Over-all Award; 
L. M. Holmes, Dayton Power & Light Co.—2nd Prize, Industrial; H. H. Brenan, Penn- 


sylvania Power & Light Co.—2nd Prize, Residential: C. T. 


Shoch, Pennsylvania Power 


& Light Co.—1st Prize, Industrial. 
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The award is made to the company 
whose annual report best humanizes, il- 
jystrates and dramatizes its company’s 
operations to the stockholders. 

Judges for the 1948 annual reports 
were: 

Merryle Stanley Rukeyser, Economic 

Analyst and Financial Writer. 

Tom P. Walker, Vice President, Ir- 

ving Trust Co. 

Fischer S. Black, Editor, Electrical 

W orld. 
H. Weston Smith, Vice President, 
Financial W orld. 

The judges, as usual, had great diff- 
culty in deciding on the winning reports 
because Of the increased number of high 
quality reports entered. 

Among the improvements, they men- 
tioned simplification of accounting and 
of the language used. ‘They stated that 
greater Clarification and readability were 
apparent while retaining and expanding 
basic information. 

The judges liked reports that described 
the character and location of the prin- 
cipal physical assets. They noted im- 
provement in the President’s message but 
in their opinion these messages lack 
punch and give too many comparative 
figures incorporated elsewhere in the 
report. 

They felt that attention should be 
called to the forthright and concise state- 
ment of President Mullendore, Southern 
California Edison Company, in his an- 
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Ray R. Nabors, Boiler Operator for the Kentucky Utilities Co., and winner of the Claude 

L. Matthews Valor Award for 1948, receives congratulations of the donor of the Award, 

Claude L. Matthews (right), President, W. N. Matthews Corp., St. Louis, Mo. in the 
presence of Mrs. Nabors and Mr. Sawyer (left). 


nual report, particularly the statement of 
several paragraphs beginning: 
“OURS IS A PUBLIC SERVICE” 

“You should also be aware of the 

falsity of certain popular myths about 

your business which are assiduously culti- 

vated for political purposes by a minority 

of publicists and politicians who seek to 





Pennsylvania Power & Light Co. prize winners who helped sweep the field in the Planned 

Lighting Awards and took the top honor, left to right: Clarence Shoch, Manager, In- 

dustrial Sales—1st Prize, Industrial Division; J. M. Stedman, General Sales Manager— 

Best Program in All Three Markets Combined; and H. H. Brenan, Manager, Residential 
Sales—2nd Prize, Residential Division. 
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make capital out of publishing mislead- 
ing fallacies about ‘private power com- 
panies, ‘power trusts,’ etc., and their 
alleged exploitation of ‘power’ for pri- 
vate gain.” 

The judges award first prize, this year, 
to the Pennsylvania Power & Light 
Company of Allentown, Pa., Charles E. 
Oakes, President. 

Honorable Mention Certificates were 
awarded to: 

Arkansas Power & Light Co., Pine 
Bluff, Ark—C. H. Moses, Presi- 
dent. 

Central Arizona Light & Power Co., 
Phoenix, Arizona—Henry B. Sar- 
gent, President. 

Florida Power Corp., St. Petersburg, 
Fla—aA. W. Higgins, President. 

Puget Sound Power & Light Co., Seat- 
tle, Wash—Frank McLaughlin, 
President. 

The Shawinigan 
Co., Montreal, 
Wilson, President. 

Wisconsin Power & Light Co., Madi- 
son, Wis.—Grover C. Neff, Presi- 


dent. 


Water & Power 
Canada—James 


CLAUDE L. MATTHEWS 
VALOR AWARD 
Mr. Claude L. Matthews has made 
available the Valor Award to honor acts 
of devotion to duty wherein extraordi- 
nary courage has been exercised in an 
effort to maintain or restore important 


electric service. 
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The Award goes, this year, for the 
second time to an employee of the Ken- 
tucky Utilities Company, Lexington, 
Kentucky. This company must be proud 
to be so honored and all of us, | am 
sure, extend our congratulations. 

The young man whose courage and 
resourcefulness protected the lives of his 
fellow-workers and prevented a long 
power failure is Ray R. Nabors, Boiler 
Operator. Mr. Nabors started work 
with Kentucky Utilities in 1947 after 
having served four years in the United 
States Navy. 

Award Judges 

Our thanks go to the judges who were 
the same as those who served in that 
capacity last year: 

C. B. Boulet, Director of Personnel, 
Wisconsin Public Service Corp., 
Milwaukee, Wisconsin. 

H. O. Sprinkle, Manager of Opera- 
tions, Monongahela Co.; 
Fairmont, West Virginia. 

W. R. Smith, Safety Engineer, Public 
Service Electric and Gas Co., New- 
ark, New Jersey. 

The citation for the Award reads as 

follows: 

“On the property of the Kentucky 
Utilities Company, on October 22, 1948, 
in the Tyrone Power Plant, Ray R. Na- 
bors, Boiler Operator, demonstrated high 
fidelity to duty by courageous action at 
great personal risk to himself. At the 
time he was in charge of the boiler plant, 
composed of two 150,000 lb-per-hr boil- 
ers, operating at 900 pounds pressure and 
850 degrees superheat. 

“A 2'4-in. tube in one of the boilers 
failed, sending jets of steam and hot 
water with bricks and other debris over 
a wide area in the plant. Mr. Nabors 
was at the operating panels at the time, 
and was in the direct path of the escap- 
ing steam and water. 

“Quick Thinking and Action” 

“At great hazard to himself, and with 
the quick thinking and action denoting 
an alert and well-trained mind, he threw 
himself on the floor and from a prone 
position succeeded in removing both boil- 
ers from service, despite the conditions 
being such that he could not see the 
switches and operated them from mem- 
ory. 

“He received burns and other injuries 
but was able to escape unassisted. Mr. 
Nabors’ instinctive action shows great 
courage and devotion to duty which re- 
sulted in minimizing the damage and 
greatly decreasing the length of interrup- 
tion of electric service from the power 
plant.” 


Power 
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It is employees like Mr. Nabors who 
have helped the industry show improve- 
ment in their accident records. 


SAFETY ACHIEVEMENT 
AWARD FOR 1948 


In 1947 the electric light and power 
industry accident rates were the highest 
in 17 years, with respect to frequency, 
and the highest in 9 years, with respect 
to severity. 

Compared with 40 other industries our 
industry ranked in 23rd place, with re- 
gard to frequency of accidents, and in 
33rd place, with regard to severity. Thus 
we were well below average. 

In an appeal to chief executives to aid 
in improving this record, former Presi- 
dent Oakes suggested that each company 
set as its goal for 1948, a 25 per cent 
reduction in the 1947 accident frequency 
and severity rates. Subsequently the 
Board of Directors established the Safe- 
ty Achievement Award for 1948 to rec- 
ognize companies who were successful in 
reaching this goal. 

Judges of the entries were: 

E. J. Kreh, Duquesne Light Co. 

W. F. Brown, Consolidated 

Co. of New York, Inc. 

D.C. Stewart, Niagara Hudson Pow- 

er Corp. 

While there is much still to be done in 
this respect, reports 
ment. The frequency rate for the in- 
dustry was reduced 4 per cent and the 
severity rate 11.7 per cent. Thirty com- 
panies achieved the goal of 25 per cent in 
both frequency and severity and certifi- 
cates have reached them attesting to this 
accomplishment. 

To these companies and their employ- 
ees go our congratulations and may we 
hope that for 1949 the record will be still 
further improved. The subject of safety 
It is one that deals with 
the well-being of human beings. 


Edison 


indicate improve- 


is important. 


PLANNED LIGHTING 
AWARDS 

The Planned Lighting Program was 
launched two years ago by the Edison 
Electric Institute and the Better Light- 
Better Sight Bureau to raise the standard 
of illumination in the residential, com- 
mercial and industrial markets. 

While in the long history of our indus- 
try such national campaigns have been 
launched as the promotion of commercial 
cooking, sponsored by the Commercial 
Cooking Council, the all-electric kitchen 
program—first started by the Modern 
Kitchen Bureau and now being taken up 


June, 1949 


by the present All-Electric Kitchen Com. 
mittee—and the promotion of running 
water on the farm sponsored by the Elec. 
tric Water Systems Council, this is the 
first national program on Lighting—our 
first and still basic application—designed 
to enlist the coordinated participation of 
all branches of the lighting industry; 
that is, wholesalers, manufacturers, con- 
tractors and utilities. 
Lighting Improvements 

‘The program is making substantial 
progress and in many areas there is defi- 
nite evidence that the quality and quan- 
tity of lighting installations is steadily 
improving under Planned Lighting phil- 
osophy and practices. 

To give recognition to the utility op- 
erating companies which are most effec- 
tive in utilizing the Planned Lighting 
Program in their communities, the Edison 
Electric Institute and the Better Light- 
Better Sight Bureau announced a vear 
ago the Planned Lighting Awards for 
the best in lighting accomplishments dur- 
ing the year ending February 28, 1949. 

Judges of the entries were: 

Frank R. Innes, Associate Editor, 

Electrical World, New York City. 

E. J. Ingram, Sales Manager, Metro- 

politan Edison Co., Reading, Pa. 

Marshall Waterman, Staff Assistant 

to Manager, Commercial Engineer- 
ing Department, Westinghouse 
Electric Corp., Bloomfield, N. J. 


Winning Companies 

Certificates of merit are presented to 

the winning companies and cash awards 
to the persons responsible for the entries. 
Residential Division 

First Prize ($200)—J. E. Mueller, 

West Penn Power Company. 
Commercial Division 

First Prize ($200)—Mason Guillory, 
New Orleans Public Service, Inc. 

Second Prize ($100)—J. S. Schu- 
chert, Duquesne Light Company. 

Industrial Division 

Second Prize ($100)—C. J. Fuhr- 
mann, Dayton Power & Light Co. 
(L. M. Holmes received the award 
on behalf of Mr. Fuhrmann.) 

The Pennsylvania Power and Light 

Company have won three of the Planned 
Lighting Awards. 

Industrial Division — First 
($200)—C. T. Shoch. 

Residential Division—Second Prize 
($100)—H. H. Brenan. 

For the best program in all three mar- 
kets combined, a bronze plaque to 
the company and to J. M. Stedman, 
$500. 


Prize 
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Building Better Relations With Investors 


Through Financial Agencies 


By Tom P. Walker 


Vice President, Irving Trust Company 


An address before the Seventeenth Annual Convention of the EEI, 


NE of the profound marvels of 

nature’s healing processes is that 

which builds by-pass channels 
around obstructions interfering with the 
normal flow of life. An important ar- 
tery or nerve, which is denied its full 
function by some foreign influence, de- 
velops tender shoots which slowly but 
surely find free paths to build a new net- 
work so that life may be sustained. The 
Greeks have given us a many-lettered 
word for this phenomenon. Surgeons 
have developed techniques to supplement 
these natural curative properties so that 
normal function may be restored before 
some more serious complication develops. 
A deft application of scalpel and suture 
re-establishes the connection between 
supply and demand, thus enabling the 
patient to recover more speedily. 


Our Economic Anatomy 


Our economic anatomy furnishes a 
striking parallel in the changing rela- 
tionship now going on between the in- 
vestor and the operating electric com- 
panies. During the past two decades, a 
series of circumstances, largely with 
Washington origin, have caused serious 
disturbances in the normal flow of capi- 
tal from the producer to the user. Hold- 
ing companies, the source of most of 
the capital required during the 1920's, 
when the industry had its first great 
period of expansion, are largely elimi- 
nated. The channel through which the 
investor furnished the funds has been 
broken. Now many operating compa- 
nies, scattered throughout the land, com- 
pete with each other and with all other 
industry for the investor’s favor. 


Actual and Psychological Barriers 


Perhaps, even- more important, the 
investor who once thought well of your 
company may no longer be able or will- 
ing to be your partner. Tax laws and 
limitations on security trading have set 
up actual 


and psychological barriers 
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which have either taken many out of the 
investor class or driven them to other 
fields—notably tax-free bonds. 

Thus fundamental changes restrict es- 
tablished economic paths just as a wound 
interferes with blood circulation and 
nerve impulses. Until old contacts are 
re-established or other new ones built, 
we shall find our financing problems 
increasingly difficult. 


Management Turned Surgeon 


Management must in a sense turn 
surgeon. With a skillful hand, it must 
nurse and accelerate the slower natural 
readjustment processes. For the lack 
of intelligent guidance, the large imme- 
diate requirements of the industry might 
dictate the Federal Treasury as the most 
comfortable source of the funds needed. 
The treatment indicated is embraced in 
what we shall call “Investor Relations.” 
Fortunately, it is not entirely a foreign 
field. The job is essentially one of get- 
ting along with a new group of people. 


Use of Salesmen’s Tools 


Those that now guide so successfully 
customer and employee relations, should 


find no great difficulty with programs to 
make friends and influence people in the 
investor group. 
economic anatomy will use the tools of 
the salesman rather than those usually 


The surgeon to the 


found in the doctor’s little black bag. 
It is a hard market he will invade. He 
will require lots of drive and ingenious 
merchandising methods. What we shall 
talk about today is some of the tools he 


may find valuable. 


Investors may be grouped into two 
broad classes. First, the institutions, and 
more or less professionals, who buy in 
large quantities and only after much 
study and research; and, second, the 
large group of smaller holders of stocks 
and bonds, many of whom are not so 
well informed on investment matters. 
The more glamorous part of any inves- 
tor relations program revolves around 
the uninformed investor. 


Conventional Public Relations Principles 


Here conventional public relations 
principles for dealing with large groups 
apply directly. We could beguile our- 
selves for the full period with a discus- 
sion of stockholders’ meetings, publicity, 
the annual report, information sent with 
dividend checks and proxy statements, 
and the thousand and one thoughtful 
considerations which, appealing to the 
individual, make a friend of the mass. 


Public Relations Objectives 


The objectives are, of course, to cause 
your present security holder to retain 
your stock or bond when he is forced to 
sell something—to buy your shares when 
he has funds for investment—and to 
support you and your proposals. Rather 
than explore this fascinating phase of 
investor relations, I have chosen to con- 
fine this paper to the more prosaic, but 
equally important, field of building bet- 
ter relations with through 
financial agencies. 


investors 
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Suppose we consider first those agen- 
cies or professionals which buy securities 
directly, either for their own or their 
customers’ purposes, or for sale to others. 
These would include Life, Fire and Cas- 
ualty Insurance Companies, Investment 
Trusts, Investment Bankers, Commer- 
cial Banks and Trust Companies. A 
second group to be considered later will 
include agencies which act as advisers. 
These are the Security Analysts, Rating 
Agencies, Advisory Services and Invest- 
ment Counsellors. Both groups are high- 
ly informed on investment matters. 
Their fair appraisal of your situation 
depends on the facts and information 
available to them. The real task is to 
set up procedures to furnish pertinent 
statistics, facts and ideas at the exact 
point where they will do the most good. 


Competing for the Investor 


There are more than two thousand 
prosperous, well-managed companies 
competing for the investor’s favor. It is 
impossible, of course, for the investor, 
no matter how extensive his facilities, 
to find sufficient time to study and ana- 
lyze all of these. For that reason, any 
given company may easily be ignored 
or forgotten if complete information is 
not freshly and forcefully presented 
through a continuing program. 


Institutional Investment 


During the past few years, the mount- 
ing assets of institutions have caused the 
investment of funds to become a chief 
concern. The trend toward saving 
through purchase of life insurance, sav- 
ings bank deposits and pension funds 
has built up tremendous sums seeking 
investment opportunities. The handsome 
response of the large life insurance com- 
panies to the stepped-up needs of the 
utilities came about through a natural 
process of demand seeking a supply. Lit- 
tle planned cultivation was involved. 


Too Much Complacency 


They still seem to have an abundance 
of such funds for all who will pay the 
price in interest rate and mortgage pro- 
tection and, while at the moment there 
is no problem placing senior securities, 
too much complacency could develop a 
false sense of security. Insurance com- 
pany leaders point out the gradual in- 
crease in the debt ratio of some compa- 
and the small increase in net 
income as compared to that of many 
industrial companies. Should such senti- 
ments grow, the bloom could easily fade 


nies, 
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from the present good feeling the utility 
industry enjoys. 


Insurance Companies 


Insurance companies are not a little 
concerned over the growing attitude in 
Washington that they already own too 
many utility securities. You may have 
noticed recently that a congressman ap- 
peared at a commission hearing protest- 
ing against a negotiated sale of utility 
debentures to a group of life insurance 
companies on the grounds that the in- 
surance industry already has too much 
potential control over utilities. Insur- 
ance companies are very sensitive to that 
sort of criticism. These warnings em- 
phasize the necessity for active and con- 
tinuing cultivation of life insurance com- 
panies by individual utilities to keep 
fresh this reservoir of capital for the 
industry. 


High Investment Standards 


Investment standards of life insurance 
companies naturally are high. Before 
they commit themselves to a twenty-five 
or thirty-year stake in your operation, 
they will make a searching and exhaus- 
tive study of your business and your 
policies. You already know the statis- 
tical factors they consider important. 
You also learn early in any negotiation 
the protective features they hold dear. 
These are more in the way of routine 
relations. There are, however, other less 
tangible factors which affect their deci- 
sions. For instance, they will want to 
be satisfied with your management poli- 
cies and your plans to insure their con- 
tinuity. 


Personal Contact Important 

One of the best ways to sell your or- 
ganization is to know personally the 
responsible officers of several large in- 
surance companies. Then let them also 
get to know your second-string men, for 
it is they who will carry on when you 
pass out of the picture. Discuss freely 
vour financial policies and philosophy 
and especially what plans you may have 
to finance future construction. 

Another important consideration not 
argued well by statistics, is the territory 
Present its characteristics in 
detail, any important recent shifts in 
population or industries, and its pros- 


you serve, 


pects should we run into a depression. 
Prejudices and provincial thinking are 
not easily uncovered and certainly diffi- 
cult to overcome. It is well not to leave 
too much involving personnel or terri- 
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tory to the imagination. Both factors what 
warrant your fullest and most frank § own ‘ 
personal selling to a selected list of in. § situat! 
surance companies. Fire and Casualty § Banke 
companies are susceptible to the same § broad 
type of cultivation. They have large needs 
utility holdings and some should be on | capita 
your list for regular calls. * that 

offer 
Investment Trusts profit. 
While not a newly come source of He 
equity capital, Investment Trusts dur- § which 
ing recent years have become increas- § Thro’ 
ingly important as investors. They —f dealir 
furnish a striking example of natural § invest 
healing processes at work to overcome under 
roadblocks in the economic system. By § their 
paying attractive commissions, they have you c 
made it worthwhile for security dealers | tion | 
to seek out those with small savings but ff econo 
little experience in the direct purchase All 
of securities. territ 
One of the big three in this field re- 9 of cx 
cently announced a plan to sell shares § your 
on the installment plan. Thus a tre- 9 and < 
mendous pool of new savings is being § satio 
substituted for that which tax and other 9 dives 
governmental policies dried up in recent ff gecur 
years. These trusts, both closed and  encoy 
open ended, are a fertile field for culti- J gevel 
vation as a source of equity capital. listed 
this y 
Investment Bankers tageo 
Let’s take a look now at the role of | fore 
the Investment Banker in the investor- | to pe 

relations picture. He must know mar- 
kets, that is, the current tastes of the Con 
various types of investors. You know 7 
the value of his advice on your financial sie 
problems, how he can negotiate a private ay 
deal for you, and finally his primary Com 
function as a merchant buying your vei 
securities for resale to his customers. in 
Needless to say, he is a most important J +] 
member of the financial community. gel 
Influence of Federal Regulation a 
Federal regulations have made many cas 
changes in the investment banking busi- oa 
ness. It once was the practice to have Lies 
one Investment Banker as adviser, ne- te 
gotiator and merchant. Now, if you sa 
have to resort to competitive bidding, a 

you may not know which group will be 
successful. «The cost of analyzing, pric- H 
ing and bidding unsuccessfully on many busi 
bond issues, in order to land a few, has J °°" 
not paid out well from the slim margins and 
competitive bidding allowed. Instead J °°" 
of the active, aggressive salesmen of with 
venture capital that we knew in the cial 
past, Investment Bankers are on the way dlew 
: : “fr cons 

to becoming sharp-penciled diviners of 
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what the insurance companies and their 
own competitors will do in any given 
situation. Forward-looking Investment 
Bankers are conscientiously trying to 
broaden their sales efforts to meet the 
needs of the electric industry for equity 
capital, but some will tell you frankly 


‘that the securities of other industries 


offer much better opportunities for 
profit. 

Here is a necessary financial service 
which should not be allowed to languish. 
Through association contacts, individual 
dealings and in your cultivation of the 
investment banking fraternity, try to 
understand their problems as well as 
their value to you. Contribute whatever 
you can to maintain this important func- 
tion as a virile, healthy organ in the 
economic anatomy. 

All who deal in securities within your 
territories should be particular objects 
of cultivation. They know which of 
your customers have money to invest 
and can sell them with much less obli- 
gation to you. If you have been recently 
divested, you may find that your local 
security dealers and brokers, with some 
encouragement, will become active in 
developing customer ownership. Un- 
listed stocks are especially favored for 
this purpose and you may find it advan- 
tageous to wait a reasonable period be- 
fore listing on a major stock exchange 
to permit broader customer distribution. 


Commercial Banks and Trust Companies 


I may not close this parade of agen- 
cies, which buy securities directly, with- 
out a word concerning the place of 
Commercial Banks and Trust Com- 
panies in your investor relations pro- 
gram. From the small-town depositary 
in the far reaches of your service area 
to your big city bank, your banker pro- 
vides many opportunities to make easier 
the path between you and your security 
holder. He is the confidant of many 
who have large and small amounts for 
investment. He, himself, purchases 
vour securities either for the bank’s 
portfolio or as administrator of trust 
accounts. 

He forms impressions from your local 
business conduct—the place you and 
your employees fill in the community, 
and the confidence you command from 
vour customers. He also discusses you 
with his correspondents in larger finan- 
cial centers and thus gives and gets 
clews as to your standing. He is under 
constant pressure from a multitude of 
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responsibilities, and can pass fair judg- 
ment on you only if he knows your 
story. Take him into your confidence 
and be certain that his relations with 
you are on a mutually profitable basis. 
Maintain deposits in keeping with his 
importance in your situation and when 
possible, provide participation in any 
borrowings or corporate agency appoint- 
ments you may make. 


Personal Relations With Financial Circles 


Your relations with commercial banks 
in large financial centers can also be 
personal and intimate. Here you will 
find a good place to start building an 
acquaintanceship in the larger financial 
communities. Especially, through banks 
which maintain well organized utility 
departments, can you find easy access 
to the particular people you will want 
to know. Cultivate a close-working 
personal and business relationship with 
one or more competent commercial 
banks in the larger financial centers. 
They and a few close friends in the 
investment banking field can become 
invaluable aids in your financial and 
investor relations programs. 


Security Analysts 


Now for the group of agencies which 
act principally as advisers to the in- 
vestor. The speediest and most effective 
system of communication in the financial 
community operates among security an- 
alysts. One finds them everywhere. 
Each investment house has its comple- 
ment—advising partners and _ clients, 
computing bids, writing circulars for 
customer searching for 
Banks use their 
talents in the control of their portfolios 
and investment counselors lean heavily 


consumption, 
market sleepers, etc. 


on their art. The analyst’s report is the 
basis for the ratings published by the 
agencies. While the analyst is a key 
figure, he is seldom conspicuous, and 
accordingly not too easy to identify as 
an important point of cultivation. 

The analysts’ stock in trade is infor- 
mation. He functions best when he has 
masses of figures covering many years’ 
and 


footnotes. 


operations interspersed with ex- 
Utility 


work constantly with some two hun- 


planatory analysts 
dred and fifty companies, each compet- 
ing with the other for their attention. 
The statistical information analysts need 
can be found in the manuals, registra- 
statements, insurance 


tion confidential 


reports, annual and interim reports, and 
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the multitude of other data required to 
be supplied by the electric industry. 
Nevertheless, analysts are inclined to 
favor those for which the information 
is most readily available and up to date, 
and where they know some company 
official personally. 

Put the analyst high on your list for 
cultivation. In recent years, analysts 
have come to recognize their importance 
in the investment picture and take their 
responsibilities seriously. In the larger 
financial centers, they have organized 
clubs which meet frequently (in New 
York, daily at lunch). These sessions 
are addressed by top-flight financial offi- 
cers of nationally known companies, 
thus providing an opportunity to pre- 
sent information not easily set out in 
formal reports. 


Utility Analysts 

In New York, one luncheon every 
other week is given over to a utility and 
is attended by utility analysts from the 
various financial houses. A company 
should appear about once each year even 
though no financing is in prospect. Some 
careful advanced planning for such ap- 
pearances will pay good dividends. Con- 
sult your banker or analyst friends on 
techniques which have proved successful. 
Some have found it worthwhile to put 
on a dress rehearsal before someone 
qualified to make critical suggestions. 
The same comments apply to the more 
formal information meetings required 
prior to competitive bidding. These may 
be perfunctory and many are, but they 
can be made interesting and informative. 

Get to know a few of the leading 
utility security analysts well. In return 
for a better understanding of your oper- 
ation, they will keep you advised on the 
reactions of the financial community to 
your policies and program. One way to 
get to know a few is to ask your com- 
mercial or investment banker to arrange 
a luncheon where you can meet on more 
intimate terms than at the Analysts 
Society luncheons. 

A visit to your territory from one or 
more of your analyst friends always gets 
good response. Whether in small or 
large gatherings, the point is to get over 
to these analysts at every opportunity. 
and frequently, all the information and 
ideas you can muster. They will see 
that the news spreads quickly and the 
more friendly and better informed the 
group is, the better will be the flavor of 
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your securities to the taste of the in- 
vestor. 


Financial Manuals 


Standard equipment of those who pass 
judgment on your operations are the 
financial manuals. Moody's, Standard 
and Poor's, and Fitch’s publications are 
everywhere in the financial communities. 
The goldfish-bowl environment, in 
which the electric industry operates, as- 
sures much more complete and accurate 
statistics than for other less regimented 
industries. However, there still remain 
nuances in interpretation of the bare 
figures that personal contacts with these 
agencies can bring out. Especially is it 
desirable to visit such agencies, when a 
new issue is proposed, to be certain that 
every factor, whether favorable or un- 
favorable, is fully understood. Afte: 
all, behind all these agency reports 
human beings who respond to all 
laws of human nature. Remember too 
that these agencies not only supply the 
information the financial community 
uses in its operations, and, through their 
ratings, a guide to the value of your 
securities, but they also publish advisory 
services which are used by all types of 
investors. Make the cultivation of these 
agencies a regular part of your investor- 
relations program. 

One of the most impersonal contacts 
you have with security holders is 
through your corporate agencies. Until 
some difficulty develops, only the most 
sophisticated investors inquire who is 
the trustee of the mortgage behind the 
bonds he buys. Few pay any attention 
to which bank or trust company trans- 
fers his stock or pays his dividend. 
These are highly mechanized mass oper- 
ations usually considered as necessary 
behind-the-scenes machinery. It is pos- 
sible, however, to use this function to 
develop better understanding and good 
will. An hour’s talk with someone in 
vour corporate trust agencies should un- 
cover several worthwhile ideas which, in 
one place or another, have put warmth 
and appeal in this purely mechanical 


are 


the 


procedure. 


Effects of Regulation 


Before concluding, I am constrained 
to point out the critical role of regula- 
bodies in this investor-relations 
problem. The squeeze between fixed 
rates and rising costs has shaken the 
confidence of many who would buy 
utility equities. The need for adequate 
net earnings during this time of expan- 


tory 
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sion is an important adjunct to a good 
investor-relations program. The invest- 
or is not willing to wait for the econo- 
mies which are expected from present 
construction expenditures. Many com- 
missions already have faced the situation 
with courage and imagination by grant- 
ing rate increases. Others may be ex- 
pected to respond to a well-reasoned 
presentation of the broad problem. Your 
committees will be helpful in that di- 
rection, and your friends in the finan- 
cial community can assist with expert 
testimony and advice. 

The respect and good will of the 
financial community is a strong founda- 
tion on which to build sound relations 
with present and prospective security 
holders. Without such support, all your 
plans, whether based on appeals to indi- 
viduals or masses, will have increased 
difficulties. The most enlightened stock- 
holder meeting procedures—prize win- 
ning annual reports, sincere welcome 
letters to mew stockholders and any 
other of the more glamorous techniques 
—will make slow progress if there is not 
behind them the substantial backing of 
an enlightened and sympathetic financial 
community. 


Finance—A Full-Time Responsibility 

How should you approach such a pro- 
The pattern is not too difficult 
to trace out, but each situation must be 
tailored to fit. The essential elements. 
as in any relations problem, are definite, 


gram ? 


intelligible and enlightened policies gov- 
erning your financial operations. Once 
established and understood. 
next follows the assignment to some re- 


these are 
sponsible officer of the administration 
and coordination of various parts of the 
plan. This man should have more than a 
modicum of imagination and plenty of 
energy and initiative. He must be able 
to command the cooperation of those in 
his organization who will help work the 
He must have the full support 
and frequently the active aid of the com- 


plan. 


pany’s top officers. As a matter of fact, 
more often than not, he will be either 
the president, financial vice president or 
Except for the largest oper- 
ations, his may not be a full-time job, 


treasurer. 


but it must be a full-time responsibility. 
An 


study of present owners. Are they insti- 


early step should be a careful 
tutions or individuals, and in what pat- 
terns do they fall? For instance, it 
would be helpful to know the distribu- 


tion by number of shares, sex, income 
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brackets and geographical areas. Why 
did your present stockholders select your 
company for investment? Have there 
been any recent significant switches? 
Perhaps your stockholders came to you 
through a distribution by some holding 
company with a large following in New 
England because its original sponsors 
were highly regarded Boston bankers. 
If you are now independent and operate 
west of the Mississippi River, you may 
find an immediate job cut out for you 
in and around Boston where local in- 
vestments are preferred. Such a survey 
will also furnish a guide to where you 
might find new stockholders. 





Planned Public Relations 


With this ownership survey should go 
a critical analysis of your own strengths 
and weaknesses with some _ planning 
along conventional public relations lines 
to present them effectively. Here your 
friends in the financial community can 
give you much help. 

With a plan well in mind, the place 
to start is with financial agencies in the 
operating territory, but allowing no long 
delay in reaching the larger centers. 
Here you will seek first some familiar 
face either in a service company, an in- 
vestment banking house or a commercial 
bank to put you in touch with those you 
need to see. 

Or you may follow the lead of a half 
dozen utility and industrial companies 
which have already launched successful 
programs. Their complete satisfaction 
with results furnish all the proof vou 
need that your efforts will pay off. 


Your Partners and Allies 

As you approach this relatively new 
field of cultivation, you should find con- 
fidence in the fact that financial agencies 
are as sincere as you are in their deter- 
mination to preserve our private enter- 
prise system. Their part of that job 1s 
to provide a free flow of savings from 
the investor to your companies. They 
know that difficulties are great for the 
electric power industry. They are com- 
mitted as strongly as you are to the 
surgeon’s task of reconstructing injured 
channels to permit the life blood of our 
economic system to flow freely again. 
You will find them willing partners and 
effective allies working to cement the 
loyalty of present security holders and 
attracting new ones to make certain that 
this essential service shall be maintained 
in the highest American tradition. 
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Public Relations and Our Fifth Freedom 


By Morris Sayre 


President, Corn Products Refining Company, and 
Chairman of the Board, National Association of Manufacturers 
An address before the Seventeenth Annual Convention of the EEI, Atlantic City, N. J., 


MUST have been nodding when 
I agreed to speak on free enter- 
prise as our “fifth freedom.” 

For, gentlemen, there is—there can 
be—only one freedom. 

And free, competitive, individual, en- 
terprise with free choice is the very 
cornerstone of our American structure 
of economic, political, intellectual and 
religious freedom. 

I am not an alarmist, but I am dead- 
ly serious today when I say that Amer- 
ica has a vital choice to make. 

It is the choice between regimenta- 
tion and freedom. 

We can allow ourselves to be regi- 
mented into economic paralysis. 

Or we can hang onto freedom. 

We can drift into the total state. 

Or we can fight for those principles 
which gave us all the good things we 
enjoy as a nation today. 

But we’ve got to do one or the other. 

There is no other alternative. 


Right to Free Choice 

It seems incredible that such a choice 
should have to be made in this coun- 
try, of all places on earth—here, where 
human freedom cradled — here, 
where man became the master, not the 
servant, of where 
the individual still has the right to free 
choice. 

Maybe we had better take a careful 
look at the freedom we have had. May- 
be we should see what we have done 
with it. Maybe we should be certain 
we like it. Maybe we should be sure 
that we have used our freedom well— 
that we still want it badly enough to 
fight for it. 

This is our danger: Man is so con- 
stituted that when he has won freedom 
he immediately becomes so busy enjoy- 
ing it that he forgets that freedom has 
enemies. He forgets that freedom has 
a price—eternal vigilance. He tends to 
ignore the termites in freedom’s pillars 


was 


government—here, 


—the egomaniacs who are obsessed with 
a fanatical desire to control and en- 
slave mankind. 

Freedom's creative capacity. was most 
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strikingly demonstrated in the great 
westward migration in the early days 
of this nation. 


Look at the vital part that freedom 


played in the epic story of early 
America. 
Remember, it took 175 years to 


achieve independence for thirteen col- 
onies with a population of three million 
people. 

But after these thirteen colonies had 
proclaimed their freedom, the growth 
of the nation was astonishing. 

During the next 57 years after the 
Revolution—or less than one-third of 
the period up to the Revolution—seven 
new states were established in the re- 
gion immediately westward. 

And those seven states had a popu- 
lation greater than that of the entire 


“United States in 1790. 


In the next few years still more new 


states were formed and admitted to 


the Union. 


A Great Nation Created 
And within a short time, as _ history 
goes, the sturdy enterprisers 
reached the shores of the Pacific—a con- 
tinent was conquered—a great nation 


pioneer 


was created. 
I have said—and I know you will 
agree with me—that it was freedom 





and freedom alone, that made possible 
this phenomenal development and ex- 
pansion. 

Specifically, it stemmed in great part 
from the decision of a wise and farseeing 
federal government—the decision that 
those who settled on western lands were 
not to be dominated and controlled by 
a central government. 

Those who went west were allowed 
to form governments. 

They drew up constitutions of their 
own. 

And they joined the Union as equal 
partners. 

It was this charter of freedom—this 
right of self-government—that made 
the great western migration a prelude 
to national unity. 

It would not 
could not 


have happened — it 
have happened—had there 
been in Washington a little group of 
planners to regiment the hopes and am- 
bitions of those free Americans. 


Era of Inventive Genius 


At the same time this new freedom 
was producing equally great develop- 
ment and expansion in the more settled 
regions of the East. During the sixty 
years ending in 1850, the free enter- 
prisers of Our young nation introduced 
thousands of inventions to completely 
transform the industrial processes that 
had been in use for hundreds of years. 

All America grew—and prospered— 
because our people were free to achieve 
—free to tackle the impossible—free to 
win or lose according to their own 
capacities. 

For the first time in human history, 
the goal of abundant production came 
into sight. 

The Industrial Revolution—the vehi- 
cle of abundance—was given its greatest 
impetus when the United States of 
America officially recognized that free- 
dom is God-given, that man had an 
inherent right to freedom, that freedom 
and opportunity are synonymous. 

And yet Americans today, despite 
thrilling evidence of the plenty produced 
under freedom, find it necessary to turn 
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from their freely chosen tasks to defend 
the choice of their ancestors—to fight 
again for freedom. 

It is shocking to discover that millions 
of Americans, people who love freedom 
as much as anybody else, have been in- 
tellectually drugged by Marxian dope 
while their basic rights are being whit- 
tled away. 

It is distressing to learn that business 
men themselves are often willing to 
take a shot of the most powerful nar- 
cotic the world has ever known, the 
cocaine of collectivist controls, to ease 
the pain of temporary difficulties. 

It is discouraging, to say the least, 
to see the procession of good Americans 
to Washington, seeking government 
help, advocating the expenditure of tax- 
payers’ money on pork-barrel projects, 
compromising freedom, playing into the 
hands of those who would remake 
America in the image of a total state. 

We've got to arouse the people of 
America, including the businessmen of 
our nation, to the danger of any com- 
promise of freedom, any retreat from 
the ideals of the founding fathers, any 
tendency to sell any part of freedom 
for a temporary and utterly false sense 
of security and ease. 

We've got to turn this nation from 
its beginning dance of death to the glori- 
ous march of freedom under God—up, 
ever up the road our fathers blazed for 
us. 


What Has Happened Here? 

What exactly has happened here in 
America? 

Contrary to popular belief, the pro- 
fessional collectivist rarely displays pub- 
licly his grand scheme for sabotaging a 
nation’s freedom and establishing a dic- 
tatorship. He’s grown too smart to try 
that—in America at least. 

Instead he works by stealth. He talks 
everlastingly about some coming crisis. 
Then when a natural readjustment oc- 
curs in the economic scene, he points to 
it with shrill alarm. He has prepared 
thousands of the gullible to expect a 
major disaster. Every drizzle becomes 
a cloudburst. And the payoff comes 
when he screams for the government to 
come to the aid of the masses. 

What’s more, he’s an expert at work- 
ing both sides of the street. If business 
is good, profits are a shame and a prob- 
lem. If business turns down from in- 


flation peaks, disaster is just around 
the corner. 


Without 


And so it goes. 
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his crystal ball the collectivist would be 
lost. 

That’s the process that has been go- 
ing on in America for too long a time 
now. Under the cover of artificially 
created crises, the collectivists have 
moved in. Each time they advocate con- 
trols that would have us march back- 
ward in a government goose-step to the 
days of human slavery. 

Right now we’re in the middle of the 
fourth attempt in the last sixteen years 
to saddle this country with government 
controls—from the top to the bottom 
of our economy. 

First was the effort to jam the so- 
called Murray Full Employment Bill 
through the Congress. 

Second, we were given a full-dress 
rehearsal of complete regimentation in 
the OPA. 

Third, came the administration’s ef- 
fort last year to reinstate some measure 
of controls—on a “standby” basis. 

Softening-Up Strategy 

And now the planners are at it again. 

These prophets of our economic doom 
are picturing disastrous deflation, mas- 
sive unemployment and __breadlines 
across the country. 

Their strategy is plain. Their plan 
is crystal clear. 

A few months ago they were whip- 
ping the people into a frenzy of fear of 
ruinous inflation. 

They were softening us up to swal- 
low the biggest dose of concentrated 
government control ever proposed or 
even contemplated in peace time. 


And this 


nostrum was 


evil-smelling collectivist 
labelled—God save the 
mark!—“The Economic Stability Act 
of 1949.” 

But the inflation, for 
which they were prescribing medicine 
to kill American freedom of choice, of 
action and enterprise under the guise 
of curing the economy—that crisis, to 
the planners’ chagrin, evaporated. 


dire crisis, 


So “The Economic Stability Act of 
1949” went back on the shelf for the 
time being while the political medicine 
men set about to compound a new crisis 
—deflation. 

And when we’re sufficiently bewil- 
dered by the medicine men’s tom-toms, 
when the economic charlatans of the 
left have again mesmerized us into see- 
ing spots before our eyes, the bottle on 
the shelf will be dusted off, shaken up 
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a little and offered to us as our only 
salvation. 


Let’s see what they would have given 
us to kill inflation and what they’ll sure. 
ly offer us again with a new label to 
cure deflation—if they can get us on 
our mental backs long enough to make 
us take it. 

“The Economic Stability Act of 
1949” or the so-called “Spence Bill” 
shows exactly what’s in the minds of 
the planners, the breadth and depth of 
their determination to shackle enter- 
prise, initiative and progress. 


Unlimited Presidential Powers 


Under the Spence Bill the President 
would have been empowered to conduct 
unlimited research and development and 
construct and operate pilot and demon- 
stration plants, interfering with normal 
patent practices. 

He could buy materials for govern- 
ment use and resell them to private in- 
dustry for consumption in filling gov- 
ernment contracts and national defense 
orders, thus dictating the fate of thou- 
sands of business concerns. 

He could loan funds to private in- 
dustry, and to state governments or sub- 
sidiaries, to build factories. The Presi- 
dent could cancel the loans after they 
were made.’ He thus could virtually 
control the destiny of any industry if 
he so desired. 

He could build manufacturing plants 
if other measures to increase supplies 
failed. He could make contracts with 
private persons to build factories, or to 
rehabilitate existing plant facilities, in- 
cluding government-built war plants. 

He could create new corporations, 
and the Secretary of the Treasury could 
subscribe for stock within limits fixed 
by Congress. 

He could propose voluntary programs 
for allocations and priorities. 

He could institute mandatory alloca- 
tions and priorities. 

He could control prices and require 
sellers to give a 60-day notice of a price 
increase. The old OPA standard that 
prices shall be generally fair and equit- 
able is used, but he specifically is directed 
to consider the level of profits in fixing 
prices. 

He could fix agricultural prices, but 
not below parity. 

A temporary wage board would be 
established. An employer who grants 
a wage boost cannot raise prices on this 
account for six months unless the board 
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permits. ‘The board could approve a 
wage increase to compensate for in- 
creases in cost of living, to correct in- 
equities, to correct substandards, or to 
maintain essential production at levels 
certified by the President. 

The measure implements theories ad- 
vanced by some government officials that 
under the Employment Act of 1946 the 
Government must take positive steps to 
assure Maintenance of high employment. 

Let’s make no mistake about this. 
There is slight danger of communism 
or any form of collectivism in a healthy, 
expanding capitalistic economy. Com- 
munism doesn’t thrive where the people 
are free, working, well-paid and happy. 


Collectivist Objectives 

The first objective of the collectivists 
then, is to take the fullest possible ad- 
vantage of any weakness in our indi- 
vidual enterprise system. 

They capitalize on confusion. 

They prey on human failings. 

They use people who want to do 
good. 

They gloat when businessmen and 
other leaders urge even the slightest 
compromise with our traditional pattern 
of life. 

They love every evidence of selfish- 
ness, fear, and pork-barrel conflict. 

Most of all they relish any seeming 
failure on the part of management to 
make the system work effectively for all 
the people. 

To promote the very evidences they 
love, the army of the Left does its level 
best to impair the normal interplay of 
forces within our capitalistic economy. 

The sole objective is to weaken us. 
And they know that the most effective 
way to do this is through the medium 
of government controls. 

Once the first controls are saddled on 
the economy, the collectivists’ task be- 
comes a little easier. They simply ask 
for more controls on the grounds that 
more controls are needed to make the 
first ones work. And so it goes—control 
on control until capitalism is first para- 
lyzed, then destroyed. 

Although all of this sounds discour- 
aging, nevertheless there is a way out. 

There is a solution to this serious 
problem of government regimentation. 
And that solution lies with the Ameri- 
can people, 

It is our responsibility to make the 
people aware that the heavy hand of 
big government—the same hand _ that 
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first gently pats them on the head— 
eventually will clamp the chains of 
slavery around their necks. 

Once the American people realize the 
deadly doctrine they have been fed un- 
der the label of “social progress,” if 
they are alerted against a new dose of 
leftist dope, they will react with char- 
acteristic vigor and intelligence. They’ve 
slapped down grabs for power before. 
They'll do it again—if the grabbers are 
unmasked. 

Let’s get clear in our minds the dead- 
ly sequence that occurs when the col- 
lectivists are given a voice in govern- 
ment. To repeat, a little control is the 
first step, whether in the form of mon- 
etary meddling or the use of income 
taxes as a social instrument. Then comes 
the plea for more and more controls as 
each previous control fails. 

Finally, when the craft of capitalism 
begins to flounder because of the holes 
shot in it by the controllers, the cry 
goes up for government planning. 

And government planning is the par- 
ent of dictatorship, lugged in to accom- 
plish a fair distribution of the reduced 
production of industry crippled by 
controls. 

It means the ultimate rationing of 
poverty and misery. 

Government planning can’t increase 
production. It never has and it never 
will. 


Man on Horseback 


So eventually they have to call in the 
man on horseback—the dictator who 
will pound the life of the nation into 
subjection and misery. They did it in 
Russia. They will do it in England 
if the drift there from individualism 
to nationalism continues. 

And they will do it some day in 
America if we don’t get busy and talk 
to the American people. 

And I really mean talk to the people! 
The Leftists are doing it and they're 
not pulling any punches either. 

We—you and I—all of us, have sat 
idly by and let the ‘“commies” and their 
unwitting dupes steal our own thunder 
and use it against us. 


We've seen them swipe two of our 


best words—‘“republic”” and ‘“‘democra- 
cy’’—and distort them to their evil pur- 
poses. 

We've seen them steal the trade- 
marks of our economy—such good 
American words as “capital’—‘capital- 
. ” “cc ° ” “ec ” 
ism” — “free enterprise’’ — “profits” — 
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steal them and hurl them back to us as 
epithets. 

And while we're on that subject, I 
wonder how much longer we are going 
to be afraid of our own vocabulary. 

What’s wrong with “capital,” “capi- 
talism,” “free enterprise,” “profits” ? 

Isn’t it about time we thundered our 
pride in our capitalistic economy— 
shouted from the house-tops the achieve- 
ments of our free enterprise system— 
and gloried for all the world to see in 
the benefits we enjoy under our profit 
system? 

Isn’t it about time we called a halt 
to our retreat from greatness? 


Begin At Home 


I came here today to talk about Pub- 
lic Relations and Freedom. But I did 
not come here to talk about gigantic 
association public relations programs, in- 
dustrywide campaigns or 
vast radio network efforts—indispensa- 
ble to the common cause as those all are. 


advertising 


The kind of public relations that, in 
the last analysis, will do the job. that 
must be done is the individual chore of 
every individual manager of business 
in this country. 

Here’s what NAM is saying to its 
members today. 

The battle for freedom will be won 
or lost in our own communities, in our 
factories, in neighborhood 
churches, and in the schools our children 
attend. 

We, the managers of American man- 
ufacturing industry, including your own 
power producing and distributing com- 
panies, have upwards of twelve millions 
of American men and women working, 
almost at our very elbows, eight hours 
a day, five days a week, in our plants, 
mills or factories. 


own our 


With their families, those millions, 
given the economic facts of life as only 
you and I and the other managers they 
work for can give them, what a mighty 
force for the preservation of American 
freedom those millions could be. 

Many of those millions of good, fun- 
damentally loyal American workers are 
being confused and misled by the welter 
of “pie-in-the-sky,” “manna from the 
Potomac” and ‘“‘cradle-to-the-grave”’ se- 
curity bunk of starry-eyed “do-gooders” 
or American brand collectivists. 

They are being bamboozled by left- 
ist sleight-of-hand performers who are 
trying to substitute a “more pay for 
(Continued on page 224) 
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Practical Phases of Employee Morale 


By Kinsey M. Robinson 


President, The Washington Water Power Company 


An address before the Seventeenth Annual Convention of the EEI, Atlantic City, N. J., June 2, 1949 


AM very appreciative of the com- 
pliment your program chairman 
paid to employees of The Wash- 

ington Water Power Company when 
he asked me to appear before you today 
to relate our experiences in the Pacific 
Northwest to win friends. This is a 
vear when all of us need friends. The 
cooperation of agriculture, labor and 
educators along with other groups is 
greatly desired for mutual benefit. 

There is not a writer in America, not 
a statesman, not a philosopher with sane 
understanding of our economy, but who 
experiences great concern as to what is 
in store for us tomorrow. Either we 
will continue adding wealth to the na- 
tion, and an ever higher standard of 
living for the individual, or we will 
revert to a great shrinkage in human 
motivation and material goods. We 
stand at that crossroads today. If the 
iron hand of government is permitted 
to close completely over us, our era of 
happiness, as Hitler once predicted, is 
over. 


Creating Favorable Public Attitude 


The several references I must necessa- 
rily make in this discussion regarding my 
own company are not done boastfully. 
I am sure that many of you could relate 
experiences far more spectacular than | 
shall tell about. From one end of the 
nation to the other, industry leaders are 
beginning to demonstrate their wisdom 
and resourcefulness in creating favor- 
able public attitude. That is the pur- 
pose of my brief discussion. 

I should like to discuss these ques- 
tions: How can we stimulate our in- 
dustry’s many thousands of employees 
to a higher level of morale which will 
result not only in an impressive effort to 
preserve private enterprise but in a 
crusade ? 
conscious of the world-wide trend that 
threatens them? Is it possible to make 
sufficiently informed that 


How can we make employees 


employees 
they can speak of their jobs in terms 
of freedom? 

Out in the Northwest, employees of 
The Washington Water Power have in 
recent years contributed a great deal 
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along this line to public understanding. 
The percentage of population that stood 
up on the company’s side and said that 
private industry is good to do business 
with, has steadily increased. The same 
broad surveys that probed into the 
public attitude, the surveys that showed 
us why the consumer was unhappy and 
what activities we should work at to 
make him pleased, also told us where 


we stood. 


Employee Effort Rewarded 


On thirteen important counts that 


have to do with business practices, The 


Washington Water Power, compared 
with other leading industries in the 
area, stands today in first position. 
Courtesy — promptness — cooperative- 


ness—community building—reasonable 
policies—in such items as these the com- 
pany stands high. That appreciation of 
the company has come through employee 
effort. What’s more important, how- 
ever, a professional survey in the area 
shows that 75 per cent of all voters 
touching our power lines favor the com- 
pany as against public operation of the 
electric industry. Only 14 per cent 
favor public power. 

Those of you who have seen the most 
must 
agree that employees in the Northwest 
have indeed taken Paul Bunyan steps 


recent national survey results 





to raise our small candlelight to a de- 
gree of local brilliance that is enviable. 

Each of you could recite a long list 
of obstacles in the past several years 
that have swept in upon us like an 
avalanche to threaten the wellbeing of 
private industry. The story of Pan- 
dora’s box, with its tens of thousands 
of stinging, hateful insects, expresses it 
only mildly. Employees generally have 
not been aware of the many regulations 
and laws that have affected us. We 
have not taken time to tell them. 

In the Northwest, it seems that an 
all-out effort has been made to liquidate 
private enterprise in the electric indus- 
try. Out there, we cannot close our 
eyes to what is happening. Sometimes 
I groan inwardly when I tell it, but 
the Northwest has acquired a_reputa- 
tion for being not only rugged, but 
quite radical. Into the Northwest— 
this little Soviet of America — has 
drifted more than our share of the na- 
tion’s do-gooders and fellow travelers, 
all of whom are working twenty-four 
hours a day. 


Federal Opposition 

We have been given the third degree 
by Federal bureaus; powerful combines 
have perfected a shocking underground 
organization with but one goal—gov- 
ernment ownership—the death of pri- 
vate industry. National groups, with 
not the slightest interest in northwest 
development, but with a keen anticipa- 
tion of control, have exerted pressures 
seldom seen by a military task force. 
We ask ourselves out there in the 
Northwest, how does it happen that we 
Still, as I say, 
in spite of all this, our employees, plus 
acceptable company policies, have won 


have survived at all? 


the consumer to our side. 

But really now, should it surprise us 
that employees.in any organization can 
effectively win Should any 
executive express surprise or doubt that 
emplovees are full of latent enthusiasm, 
not to mention their many good ideas? 
In the first place, consider how very 
intimate are the contacts of the men 
and women, old and young, about us. 


friends? 
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Some of our employees have spent their 
entire lives in the communities they 
serve. When sickness befalls a neighbor, 
it is our employee who sits by the bed- 
side. Gifts between families are ex- 
changed at graduation and Christmas 
time. 


Bonds of Friendliness 


Husbands hunt, play golf, and build 
boats together; the wives chatter over 
the telephone and argue at bridge only 
as women can. The children, too, create 
an intimate bond of friendliness which 
—when it comes to a showdown in the 
small circle of friends—will outweigh 
harmful propaganda. The roots of our 
employees touch upon the deepest of 
human emotions. ‘Their conversations 
deal with love and hate, vanities and 
evil, right and 
wrong. These are the very foundation 
stones of our civilization. Consequently, 
I am not surprised when a spark to 
their enthusiasm touches off a great 


ambition, good and 


spectacle. Our employees can accom- 
plish what they set out to accomplish. 
They are on the inside track. They 
have tickets to the front row. 

Secondly, in this serious problem of 
winning friends, the effectiveness of our 
employees is found in that simple word 
coverage. Employees filter into nearly 
all levels of society, and they possess a 
remarkable range of interests and abili- 
ties. Some sare almost in the genius 
class; others have had little schooling. 
Some employees hob-nob with the pro- 
fessionals. Always you find a few on 
good footing with government workers, 
or the Major General. Still others. 
who make no pretense to special achieve- 
ment, but who work at many useful 
tasks, have close friendships with some of 
the 15 million union workers through- 
out the nation; what’s more, they rub 
elbows with many of the 46 million 
non-union workers. These people on 
our payrolls are in a position to do in- 
dustry immeasurable good, providing— 
I say providing—that we, who have the 
responsibility for leadership, will take 
time out to lead them. It is all a ques- 
tion of interest; of understanding. 
From our standpoint, it is entirely a 
problem of morale. 


Charlie and Mr. Hate 
Perhaps we can cite an experience 
that may be called typical. Suppose, 
for example, one of your linemen, or 
drops in to visit a 
He makes several such calls 


an accountant, 
neighbor. 
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each week and we assume that he must 
have at least ten such neighbors. Surely 
the forests our grandparents had to cope 
with have given way to that many 
houses in an electric service community. 
Suppose, too, that the neighbor in ques- 
tion begins to quote from a radio pro- 
gram broadcast the night before. 

This is the way it usually goes. Com- 
ments the neighbor, and I quote: “Well, 
Charlie, our politician, Mr. Hate sort 
of gave vour electric company a going 
over last night. Yeah, heard him on the 
radio. You know, the way he’s got 
things sized up, the government stands 
for progress and good living for all. 
Yep, politician Hate says he can make 
this a wonderful world if we just give 
Now Mr. Hate thinks 


your electric company is holding up 


him a chance. 
progress. He says all you big companies 
care about is profits.” 

Now this imaginary quote is not as 
imaginary as you think. It is the basis 
of much of our difficulty. It is sad but 
true that most of our thorns in the elec- 
tric industry grow on the one single 
bush—people want something for noth- 
ing. The age-old appeal to greed, envy, 
laziness and self-pity—these items are 
all included in the campaign of propa- 
ganda, and unfortunately we often fail 
to identify propaganda as such. The 
utility employee sitting there listening 
to such comments will do one of three 
things, depending entirely upon how he 
feels. Either he will look wise and 
say nothing; or he will agree with his 
neighbor, adding experiences of his 
own; or if he likes his job and under- 
stands it, he will fairly jump at the 
chance to explain. 


What Employees Can Do 


An employee on good terms with his 
neighbor, leaning over the rocking-chair 
where grandmother sits, or grinning at 
one of the youngsters, or lending a hand 
to take down the storm windows—that 
employee can whitewash the politician’s 
entire philosophy with half a dozen 
words. I repeat, the employee CAN 
if he wants to. 

But employees must feel right before 
they act. The desire must precede the 
deed. Searching parties stumble many 
miles through the cold only because they 
WANT to. Soldiers endure privation, 
risk life for a friend because they 
WANT to. I don’t know how vour 
workers stand regarding attitude. You 
know better than T. 

However, I do say 


this: If you 
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haven’t checked employee opinion and 
employee morale in the past dozen 
years, and if you think you can endure 
the painful shock of truth, then I sug- 
gest that you send your employees a 
questionnaire, asking them what they 
honestly think. And please, I beg of 
you, don’t hold the patient’s nose. Ask 
about your policies—are they good or 
bad? Ask about your operations. Invite 
employees to comment on how they like 
their jobs. Are they secure? Do they 
feel important? Is it possible for them 
to develop? How do they like their 
supervisors ? 


Employee Comments on Morale 


And here I may be treading on deli- 
cate ground, but I would like to quote 
from a few of our employee question- 
naires in the Northwest. Personally, | 
am confident that supervisors in the 
electric industry are better than average 
as a result of training. Still, now and 
then we all Now and then 
somebody is promoted to a place where 
job enthusiasm is neglected. It’s hard 
for some of us to learn that labor today 
must be led and not driven. Again, I 
quote, 


forget. 


to give typical employee com- 
ments. 

“The boss rides up in the same ele- 
vator every morning, but never opens 
his mouth—big shot!” 

“The higher they climb, the more 
stuck-up they get.” 

“We do the work, he takes the credit. 
I'll never help that guy again.” 

“He bawled me out right in front of 
everyone. I'll make him pay for it, if 
it takes twenty years.” 

“You never learn one thing about the 
company in this department until you 
read it in the paper. We aren’t im- 
portant enough to know what's going 
on. We only work here.” 

“Tf I weren’t a good-natured I[rish- 
man, I’d punch him right in the nose, 
yelling at me that way.”—Which means 
that we should all hire more Irishmen 
—at least hire good-natured people. 

Such employee comments you may 
find in your own organizations. It is 
easy to see that if only ten employees 
in a thousand feel that way about their 
jobs good morale is out of the question. 
If one supervisor humiliates, ignores, 
or restricts; if only one department head 
plays favorites, steals credit from his 
workers, or fails to show appreciation 
for a job well done, employees will not 
go all out—rain or shine—to see that 


the “show goes on.” 
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I need only remind you that since 
1922 we have had in the United States 
31,000 strikes, totaling 187,000 vears 
of lost production. This hints grievously 
at the relationship between some man- 
agement and labor, though I am grati- 
fied to say that labor relations in the 
electric industry have been compara- 
tively good. 


Employees and their Troubles 


But the tragedy of it all, the atom 
that pushes on and on, is the one explo- 
sive fact: Our employees won't keep 
still about their troubles. They have to 
express themselves. We may talk in 
print until we’re exhausted ; our lawyers 
and publicity men can make the most 
logical statements on earth; but unless 
our employees are enthusiastic about 
what we do, they can neutralize our 
motives by the single comment — 
“Bologny.” 

Out in the Northwest, when we 
learned that some employees were un- 
happy, we set out without delay to cor- 
rect the difficulty. Our supervisors were 
called in to a series of training confer- 
ences, where we talked rather plainly, 
too. Supervisors were reminded that if 
industry functioned in the latest demo- 
cratic fashion, if employees could vote 
on their immediate supervisors, many of 
the foremen group would undoubtedly 
be looking for new jobs. It was urgent 
that we all learn what was wrong. 
Then, without criticism or censure we 
attempted to make that wrong exist no 
-more. 

In an effort to bring management 
closer to the employees, we took a 
second step. This time each division, 
or local area was invited to elect one 
employee each month to come in to the 
general office and sit down with man- 
agement. Linemen and plant operators 
who had never visited in the general 
office before, sat around the table with 
top management. They asked questions. 
They related anything that bothered 
them. Heroes, that’s what they became. 
Back they returned to the home office. 
They were now in the confidence of 
management. They were on the inside. 

Still another type of meeting brought 
all rank and file employees together on 
a divisional basis once each month. 
These were general information meet- 
ings. The tough guy in his own work- 
ing crew sat next to a pretty cashier. 
Men found it difficult to be rebellious 
when sandwiched between fellow em- 
plovees who had been loyal for forty 
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years. Employees in monthly informa- 
tion meetings were brought up to date 
with current events; policies which the 
rest of us took for granted were care- 
fully explained. 

Now and then an appropriate verse 
was recited to emphasize loyalty, self- 
reliance, and industry. We found it 
effective to flash questions on the screen 
pertaining to company matters, and then 
draw the name of an employee from the 
hat to answer that question. It was 
not unusual to see weather-tanned line- 
men at the noon hour quizzing the other 
fellow about the next conference com- 
ing up. What is the company rate? 
What is our extension policy? How do 
we stand on appliance repair? Such 
questions up and down the halls are a 
symptom of good morale. 


Employee Loyalty 

Why is it, I would like to ask, that 
many supervisors are willing to work 
overtime hours for their company? 
Why will a girl cancel a date to get 
the job done? I am inclined to think 
that the answer can be largely found in 
the fact that these willing employees 
are impressed with the importance of 
their work—what it means to others— 
the shadow of an ideal. People think 
with what’s in their heads. We also act 
with what’s in our heads. Consequently, 
at the Water Power, employees so 
familiarized themselves with company 
policies and with the issue of free enter- 
prise that response was second nature 
with them. The relationship between 
private enterprise and personal freedom 
became more than information. It 
flowered into a deep conviction, a belief. 

But someone, somewhere had to make 
the start. Employees had to be re- 
minded, just as I now wish to remind 
you, that men have struggled through 
long, dark ages to achieve that thin 
ribbon of light called freedom; that in 
ten thousand years only one in each 
forty lives has ever known liberty; that 
through the centuries men who resisted 
tyranny have made fiery speeches, have 
fought and have died; that the ideal 
which means so much to us here, this 
privilege of existing as free men, can 
easily slip from our hands unless we are 
willing to do something about it. 

I must say that employees have fairly 
good understanding. They know the 
value of voluntary action as well as we 
do. And when we told them about our 
past elections —I remember one _in- 
stance, where only about 15 per cent of 
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the voters at one time supported us at 
the polls—when we told them about 
the falsehoods, and false statements 
heaped upon us, our employees wanted 
to do something about it. Eighty-six 
per cent of our personnel volunteered 
to give active help the first day of our 
meetings. After that, our major worry 
was to give these employees a definite 
assignment, something practical to do, 


Competition in Public Relations 


All good sales contests make use of 
the principle of competition. They say 
that even a horse will run faster if it 
has something to spur it on. Then why 
not make use of competition to stimulate 
our employees to do a better job making 
friends? One division was accordingly 
pitted against the other. It was a gen- 
uine, old fashioned selling contest. We 
had no bookkeeping to bother with, no 
merchandise to stock. We had nothing 
to do in the contest except make friends. 

You will perhaps ask, how do em- 
ployees go about it when they set out 
to win customer alliances to the com- 
pany? When you leave friendship to 
employees, what is their technique? 
Time will not permit the avalanche of 
ideas that come in—genuine employee 
enthusiasm. However, I will say this: 
Our workers know more about human 
relations than we give them credit for. 
They built community skating ponds, 
organized boys clubs for the under- 
privileged, and dared to settle griev- 
ances, many of which had existed for 
twenty years. It may be a case in point 
to mention how our employees ap- 
proached the schools. That is a com- 
mon problem. 


Little Red School House 


The approach to the little red school 
house was ‘something like this. Em- 
ployees first went to the superintendent. 
And they started to talk. “Let some of 
us with experience help you people pub- 
licize the fine things the school teachers 
are doing.” That was the approach— 
Do something for the other fellow. 
Who could get mad at that? It was a 
much needed service, too. The public 
didn’t know and the schools were hardly 
prepared to tell. 

Soon a dozen window displays were 
circulated in downtown store windows. 
Full page feature stories appeared in the 
newspapers. Radio skits were written. 
Regular monthly dinner meetings per- 
mitted teacher groups to present their 
(Continued on page 219) 
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Transmission and Distribution Committee 
Meeting 


T. J. Brosnan, Chairman 


NE hundred sixty members and 
their guests attended the Trans- 
mission and Distribution Committee’s 
forty-ninth meeting on May 2 and 3 at 
the Edgewater Beach Hotel in Chicago. 


Standards and Specifications 


Activities of the Standards and Speci- 
fications Group, sponsored by W. E. 
Losie, were summarized by subcommittee 
chairmen. 

R. M. Havourd reported that pro- 
posed EEI-NEMA specifications for 
suspension insulators soon will be ready 
for ballot. Continued progress is being 
made on specifications for spool and 
strain insulators and work on pin and 
post insulators has been started. 

F. A. Ashbaugh announced that the 
revised specifications for Douglas Fir 
crossarms has been completed and soon 
will be released for publication. Progress 
on the specification for Southern Pine 
crossarms is continuing and a new speci- 
fication for heavy-duty crossarms is 
underway. 

E. K. Karcher reported that revision 
of TD-1 “Specifications for Bolts and 
Nuts” is about complete. Balloting on 
TD-21 “Specifications for Steel Clevises 
for Guy Strain Insulators” has been 
completed but a few further refinements 
will be made before release for publica- 
tion. Specifications for guy hooks and 
plates, guy thimbles, staples and 13¢-in. 
steel insulator pins are in process and 
work on specifications for pole-top pins, 
guy clamps and bolts, expansion shields 
and a revision of TD-3, “Specifications 
for Lag Screws” has been started. 


Street Lighting Specifications 


R. J. Palmer stated that EEI-NEMA 
street lighting equipment specifications 
for filament lamps, photometric tests for 
luminaires, voltage classification and 
pendant luminaire mountings are near- 
ing completion and that good progress 
also is being made on those for poles and 
series sockets and receptacles. 

W. L. Vest, Jr., reported that ballots 
received to date indicate general accep- 
tance of the tentative time-current char- 
acteristics for both the fast and slow 
series of fuses proposed as EEI-NEMA 
standards. 

Coordination of engineering, operating 


and safety departments was the theme 
of the session on safe design construction 
and operation, sponsored by C. E. Bathe. 

The importance of clean cut organiza- 
tion where each man knows his job and 
responsibility and has authority in keep- 
ing with this responsibility was empha- 
sized by F. W. Bagnall. He described 
how safety has been integrated into the 
line organization of the overhead lines 
department of The Detroit Edison Com- 
pany with a resultant steady decrease 
in accident frequency in recent years. 
Particular attention is given to the 
continued training of all supervisory 
levels. Operations have been analyzed 
and broken down into over 400 job units 
in which safe practices and warnings 
are incorporated as a part of standard- 
ized procedures. 


Coordination of Safety 

Coordination of safety in the Virginia 
Electric and Power Company was out- 
lined by F. W. Smith. The widespread 
service area covering 30,000 square miles 
in widely varying terrain presents pecu- 
liar problems. The eleven operating 
districts coordinate standardization of 
materials, construction and safe practices 
through a system engineering committee 
and a system safety committee with full 
coordination between the two. 

E. W. O6esterreich cautioned against 
indiscriminate spending for accident 
prevention. For example, analysis of 
accidents in his company several years 
ago showed that most occurred on simple 
jobs on simple structures. This indi- 
cated the need for additional training 
rather than further general increases in 
climbing and working space which could 
not be expected to reduce accidents 
substantially. Each serious accident is 
analyzed to determine whether design 
or procedures can be improved. However, 
no changes in construction standards are 
made without full approval of electrical 
design, operating and safety departments. 


General Engineering 


A feature of the General Engineering 
Group, sponsored by J. E. McCormack, 
was a paper by L. J. Audlin, M. H. 
Pratt and A. J. McConnell, describing 
a means of restoring service to distribu- 
tion feeders following outages of suffi- 
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cient duration to permit loss of diversity 
among automatically controlled motor 
loads. The scheme utilizes a relay hav- 
ing a much more inverse characteristic 
than those normally used for phase- over- 
current protection which more nearly 
approaches the pickup current character- 
istic of the feeder. This extremely in- 
verse characteristic closely approximates 
a fuse characteristic and thus also permits 
better coordination with distribution 
fuses on low fault currents and with 
primary fuses on high fault currents. 
This scheme was tested successfully dur- 
ing a prearranged 15-minute interrup- 
tion of a residential feeder of the Central 
New York: Power Corporation during a 
peak load period last winter. 


New Carrier System For Clock Control 


J. L. Wagner of the International 
Business Machine Corporation described 
a new carrier system for control of clocks 
over building wiring. A 3500-cycle 
carrier, controlled by a master clock, is 
introduced on side of 
the distribution transformer bank for 
hourly correction of other clocks in the 
building. Three other carrier frequen- 
cies are available for control of other 
devices such as buzzers. 


the customer's 


Several mem- 
bers expressed concern over possible in- 
terference between this system and other 
carrier systems such as those used for 
control of water heaters or street lights. 

W. C. Phillips outlined the new FCC 
rules and frequency allocations for in- 
dustrial radio service to become effective 
on July 1, 1949. He emphasized that 
actual use of the new channels must 
await completion of a national plan for 
coordination of frequency assignments 
within the Power Utility Service which 
is being prepared by the National Com- 
mittee for Utility Radio. 


Overhead Group 


The Overhead Group sponsored by 
L. G. Smith, covered various subjects. 

F. W. Bagnall described a program 
for reducing climber cutouts which 
resulted in a decrease from as many as 
ten lost time accidents per year to none 
in 1948. An important factor in the 
improvement is believed to be the use 
of a climber with an adjustable leg 
iron and removable gaff incorporating a 
flatter gaff angle, than that commonly 
used. 

H. E. Stites reported only two in- 
terruptions after one year’s operation 
of the 110 mile, 138-kv, H-frame trans- 
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mission line described at earlier 
meeting. Both occurred when trees blew 
into the line. The clamped spar arm 


an 


construction served a useful function in 
one case where the conductor broke 
since it permitted the arms on adjacent 
structures to rotate, tending to equalize 
stresses and limit damage to only the 
conductor. 


Pre-Assembled Aerial Cable 

W. P. Holben presented a progress 
report on proposed specifications for pre- 
assembled aerial cable being formulated 
by an AEIC-EEI-IPCEA joint working 
group. Items to be covered include 5- 
and 15-kv insulation, neoprene jacket, 
shielding for voltages in excess of 5-kv, 
messenger strength and conductivity, 
metallic binder, preferred 
sizes and ratings for single and three- 


conductor 


phase cables. 

A panel discussion on current ratings 
for overhead transmission conductors 
was conducted by L. G. Smith. As a 
basis for discussion L. F. Hickernell 
presented a suggested standard method 
for calculating normal and emergency 
ratings. Comments revealed a general 
lack of agreement on a standard ambient 
temperature, permissible loss in tensile 
strength due to annealing and the eco- 
nomic life of the conductor. 

A discussion of cost saving methods 
included descriptions of low cost street 
lighting by J. D. Waddell; construction 
unit templates for quick compilation of 
bills of material by H. L. Livingood ; and 
pole guards, concrete saws and truck- 
mounted platforms for tree trimming by 


L. G. Smith, 


Underground Group 

The Underground Group, sponsored 
by J. A. Pulsford featured two panel 
discussions. The first, concerning guiding 
principles of investment in underground 
plant, evoked considerable difference of 
opinion regarding the relative costs of 
overhead and underground construction. 
The discussion related primarily to es- 
tablishing distribution facilities in new 
residential developments, and experiences 
The 


second panel discussion concerned eco- 


in several locations were described. 


nomical operation of underground plant 
and featured a paper by W. D. Sander- 
son and W. A. Sinclair describing cable 
and transformer loading practices of The 
Detroit Edison Company. Improved 
materials, testing equipment and knowl- 
edge of local thermal and 
simplified fault location and repair have 
resulted in a trend toward higher load- 


conditions 
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ing efficiencies in the belief that “‘intelli- 
gent abuse” of underground equipment 
is economical. J. A. Pulsford concurred 
and indicated that emergency trans- 
former loading can be increased as much 
as 25 per cent above the 125 per cent of 
rating generally assumed on the basis 
of two emergencies per year. His com- 
pany finds loading for a 39-year life to 
J. W. Anderson 
reported that his company seldom re- 
moves underground transformers except 
on failure. Tanks are painted in place 
every 2 years. J. A. Pulsford and C. T. 
Hatcher considered this impractical, pre- 
ferring to remove transformers for more 


be most economical. 


thorough repainting at longer intervals. 


OS 


Hatcher presented a paper by 
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F. E. Kulman describing initial investj- 
gation of microbiological factors in un- 
derground cable and pipe corrosion, 
Soil samples reveal five different types of 
bacteria to be present. Tests are continu. 
ing to determine relative activity of 
these bacteria on bare iron and to deter- 
mine the resistance of selected pipe and 
cable coatings to biological deterioration, 

M. W. Ghen reported that comments 
on the first draft of EEI-NEMA stand- 
ards for conventional submersible trans- 
formers have been reviewed and that 
preparation of the second draft is under- 
way. It is anticipated that a question- 
naire initiating work on standards for 
network transformers will be sent to 
users in the near future. 


Electrical Equipment Committee Meeting 
B. Van Ness, Jr., Chairman 


ORE than 70 members and their 

guests attended the 48th meeting 
of the Electrical Equipment Committee, 
held at the Edgewater Beach Hotel, Chi- 
cago, Ill., on May 2 and 3. This meeting 
was held concurrently with meetings of 
other engineering division committees, 
with a total attendance of around 300. 
The Joint Luncheon on May 3, which 
was attended by the Electrical Equip- 
ment, and Distribution, 
and Accident Prevention Committees, 
was highlighted by an interesting talk 
given by Dr. J. T. Wilson of the Allis- 
Chalmers Company, entitled “The Sig- 
Activity in 


Transmission 


nificance of Electrical 


Crystals.” 


Apparatus Troubles 

The first day of the Electrical Equip- 
ment Committee meeting was devoted en- 
tirely to the closed session (attendance at 
these sessions is limited to members of the 
committee and invited utility company 
guests). F. S$. Brown, the sponsor for 
Apparatus Troubles and Oil Fires, pre- 
sented a summary of the apparatus trou- 
bles and oil fires that took place since 
the report given at the October meeting. 
This summary indicated that 146 cases 
of trouble reported during the 
period. Of this number 38 were con- 


were 


sidered of major interest. "Transformers 
over 500 kva accounted for six of the 
major cases, cable was next with five 
cases, turbo-generators and circuit 
breakers accounted for four cases each. 


oil 


Several presentations of system dis- 
turbances and specific apparatus troubles 
were given by the members. The system 
disturbances reported indicated the need 
for special training of operators for un- 
usual and emergency operating condi- 
tions. 


New Equipment Purchases 


The portion of the session devoted 
tO new equipment purchases was of a 
different nature than that usually fol- 
lowed. Six presentations were made. 
These were devoted to illustrations and 
explanations of finished installations of 
equipment of new design or of an un- 
usual nature which previously had been 
reported to the Committee as being on 
order. 

A report was given of the character- 
istics of the single-tank, three-phase cir- 
cuit breaker which is popular in Can- 
ada, but has not been generally avail- 
able in the United States. A compari- 
son of this type of breaker with the 
three-tank type, as to price, weight, oil 
content, etc., was given by R. W. Wil- 
braham. 

The open 
consisted of presentation of a relatively 


session of the committee 


few formal papers so that a large part 
of the period could be devoted to dis- 
A paper prepared by J. H. 
Vivian and L, F. Hunt, entitled “Syn- 
chronous Machine Operation on_ the 
Southern California Edison Company's 
System,” was presented by L. F. Hunt. 


cussion. 
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A large amount of the information con- 
rained therein previously had not been 
generally available and the subject mat- 
vr is of considerable interest to the 
industry at this time. The paper is di- 
vided into two parts, one dealing with 
wervoltage testing of synchronous ma- 
chines, and the second dealing with the 
erating experience with synchronous 
machines with ungrounded neutrals. 
The authors state that information they 
were able to obtain from manufactur- 
ss, and from their own studies, indi- 
vated that there is no reliable method 
of determining the actual remaining life 
of the insulation of a machine winding. 
It was considered necessary to take some 
ction to minimize the possibility of 
winding failures when the units were 


in operation. Accordingly, machine 
windings that could not reasonably be 
iepended upon to operate without 


jreakdown due to their past history or 
present condition were given high a-c 
potential tests. The results of numer- 
ous high potential tests made on wind- 
ings of machines of varying sizes and 
pes including measurements of dissi- 
jation factor, capacity to ground, and 
megger readings, were summarized. 
Oscillograph records made under con- 
litions where it was thought arcing 
night produce oscillations are included. 
From the result of these measurements, 
and the valuable data that was obtained, 
it was concluded that the a-c high po- 
tential tests furnish the best available 
method, when combined with careful 
inspection, of minimizing winding fail- 
wes while the unit is in service. The 
value of 150 per cent of the rated volt- 
ae of the generator, applied for one 
minute, was indicated as being a safe 
ind satisfactory test voltage. 


Use of Ungrounded Neutrals 


Until 1933, most of the Southern 
California Edison Company’s generators 
were solidly grounded. Since that time 
the grounded neutrals have been gradu- 
ily eliminated and in their place ground 
detection devices have been installed. 
The method now used employs one po- 
tntial transformer connected between 
eenerator neutral and ground. The gen- 
‘ator stations employing the ground 
detector are all of the type that do not 
upply feeders at generator voltage. The 
‘xperience of the company with this type 
if grounding has been very satisfactory 
ind numerous cases of trouble external 
the generator have been corrected 
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without causing a disturbance on the 
system. Oscillograph tests were made 
with an arcing ground on a generator 
with the neutral successively unground- 
ed, grounded through a potential trans- 
former with an open secondary, and 
grounded through a distribution trans- 
former with a resistor connected across 
the secondary. The oscillograph records 
indicated that excessive overvoltages did 
not obtain with the potential trans- 
former connected with the secondary 
open. Based on their operating experi- 
ence, the authors state that they are con- 
vinced that neutrals of synchronous ma- 
chines utilized as they are on the South- 
ern California Edison System should be 
of the ungrounded type with ground 
detectors. Interesting and active dis- 
cussion of this paper followed. 


Nickel-Cadmium Battery 


The Nickel-Cadmium type battery 
was described by Carl Berg, of the 
Nickel-Cadmium Battery Company. 
The construction and chemical compo- 
sition of the battery, and its difference 
from the Edison and the lead acid type 
of battery were discussed. Mr. Berg 
stated that for applications where high- 
current duty is required, the nickel- 
cadmium (Nicad) battery is specially 
adaptable because of its low internal 
resistance. The battery has an indefinite 
life under conditions where it is not 
subjected to frequent cycling. The bat- 
tery has been in use in Europe for many 
years and 30 to 40 years life is common. 
The Nicad battery is usually larger 
than the lead acid type in the lower 
capacity ratings. Above about 200 am- 
pere-hours capacity the Nicad battery 
tends to be smaller than the lead acid 
type. One outstanding characteristic of 
the Nicad battery, according to Mr. 
Berg, is the low maintenance required. 
Generally, the addition of water is not 
necessary, and the electrolyte does not 
need to be changed. The original cost 
of the battery is somewhat higher than 
a comparable lead acid type. 


Reactance Relay Application 


A report by G. B. Dodds and W. E. 
Marter on the development of a re- 
actance relay application to discriminate 
between load transfer currents and fault 
currents on a 2300-v station service gen- 
erator bus was presented by W. E. 
Marter. The transfer of station auxili- 
aries from one supply source to another 
is accomplished on a “dead” basis. The 
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time delay between the transfer is de- 
pendent on voltage decay. When the 
transfer is made, a large motor inrush 
current may result. This current may 
approach fault current in magnitude, 
thus complicating the application of re- 
lays to detect faults. Another complicat- 
ing factor is that the fault current char- 
acteristics when supplied from the 
auxiliary power supply transformer is 
different from that obtaining when it 
is fed from the station service generator. 
To determine a satisfactory type of re- 
lay to protect the service station bus, 
calculations of fault currents under each 
condition of station feed were made and 
a number of load transfer tests were 
made to obtain values of inrush cur- 
rents and their characteristics. Based 
on this information, relay characteristics 
were determined which would protect 
the station service bus under all condi- 
tions that may exist. A relay was se- 
lected for the application which con- 
sists of three elements. These consist of 
a unit which detects the fault, a unit 
which measures the reactance of the cir- 
cuit, and a timing element. Contacts of 
all three elements must be closed simul- 
taneously to cause tripping. 


Foot Rules for System Planning 


“Foot Rules for System Planning” 
was the subject of a paper by R. G. 
Hooke of the Public Service Electric 
and Gas Company. Experience over 2 
period of years, in attempting to work 
out system design so as to avoid the 
maximum number of kva hours inter- 
rupted, enabled the setting up of a 
largely empirical set of rules for system 
planning, in recent years. These rules 
have provided a most useful guide in 
the planning for new facilities and modi- 
fication in existing plant. The funda- 
mental empirical assumption § which 
forms the basis for all of the planning 
is that preparation must always be made 
for the forced outage of any single piece 
of equipment or any line. In addition to 
this assumption, it was necessary to de- 
fine the unit of load that could be 
dropped, and the conditions under which 
such an outage could be tolerated. The 
standard worked out over a period of 
vears for this requirement is: (a) if a 
feeder serves only two or three custom- 
ers, one-half of the load dropped due to 
an outage must be restored within three 
hours, and all of the load must be able 
to be within approximately 
twelve hours; and (b) if a feeder serves 


restored 
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numerous customers, it must be possible 
to restore essentially all load within ap- 
proximately three hours. These three 
principles are applied in the planning 
all the way from the distribution feed- 
ers to the distribution substations, to the 
subtransmission circuits and facilities, to 
the bulk power transfer portions of the 
system, and finally to the generating sta- 
tions. Planning includes overlapping 
outages of many types of equipment and 
circuits. Full advantage is taken of 
overload capabilities of equipment in the 
planning. 


Storage Battery Group 


W. C. Bowen gave a report of the 
meeting of the Storage Battery Group, 
held in Philadelphia on March 21 and 
22. The meeting was well attended and 
interesting discussions of testing prac- 
tices, charging methods, equalizing 
charges, method of selection of batteries, 
and replacement practices, were in- 
cluded. Information from circuit breaker 
manufacturers indicated that the con- 
trol voltage ranges for solenoids of 90 
to 115 v and 105 to 130 v will probably 
not be met with a single tapped solenoid. 
Separate coils will probably be required. 
The group believes that a voltage range 
of 100 to 120 v will meet the vast ma- 
jority of requirements. 

The charging method most generally 
used is of the floating type but the equip- 
ment used differs widely. Most users 
replace batteries when capacity drops to 
80 per cent or when visual inspection 
indicates poor condition. 

J. H. Foote informed the members 
that the Joint EEI-AEIC Committee 
on Branch Circuit Protection had com- 
pleted its report. He emphasized that 
this report represents the first engineer- 
ing study of branch circuit protection, 
and is expected to be of particular value 
to the groups concerned with the Na- 
tional Electrical Code. the 
report is so comprehensive it will be of 
value to others and he urged that the 
members become acquainted with the re- 
port, when copies are available for dis- 
tribution. 


However, 


Foreign Practice Information 


A. V. DeBeech gave a progress re- 
port of activities of the Foreign Practice 
Division. Information of interest con- 
cerning utility practices in other coun- 
tries was included. 

Hydro-Electric 


Power Commission 


of Ontario plans for conversion of the 
25-cycle system to 60 cycle, contemplate 
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a gross cost of $191,000,000. All equip- 
ment of all types of customers will be 
converted without charge. In discuss- 
ing the nationalization of power in 
Great Britain, Mr. DeBeech stated that 
all but 150 persons in the entire electric 
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authority are subjected to collective pe. 
gotiations concerning wages and work. 
ing conditions, Procurement of suitable 
sites for power plants and substations 
is no easier under nationalization than 
under private ownership. 





Accident Prevention Committee Meeting 
E. J. Kreh, Chairman 


HE forty-first meeting of the Ac- 

cident Prevention Committee was 
held on May 3 and 4 at the Edgewater 
Beach Hotel in Chicago, IIl., with 45 
members and guests in attendance. 

The meeting opened with an address 
by F. H. Finkelnberg, vice president 
and general manager of the Mississippi 
Valley Public Service Company and 
president of the North Central Electric 
Association. He emphasized that top 
management must take an active part in 
accident prevention to achieve a good 
record and stressed the importance of the 
supervisor as the key man in any success- 
ful program. It is the supervisors’ job 
to make men safety conscious, and his 
own enthusiasm must be intensive enough 
to be contagious. 

W. F. Brown presented final accident 
for 1948 
which showed some improvement com- 
pared with 1947. A summary of the 
data for both years follows: 


experience of the industry 


1948 1947 
Manhours 554,694,429 503,856,664 
Fatalities 141 156 
Frequency Rate 14.80 15.41 
Severity Rate 2.11 2.39 


A paper on accident prevention in 
generating stations by J. A. Brooks and 
G. E. Quinn was presented by Mr. 
Brooks. Unique safety problems in 
these plants arise from the fact that a 
great variety of activities are carried on 
around the clock and often in very con- 
fined spaces. Analyses show that most 
accidents occur in coal and ash handling 
and in operating, maintaining and clean- 
this 
gorv of hazardous work includes some of 


ing boilers. Unfortunately, cate- 
the very jobs which must be assigned to 
the newer and less skilled men. Careful 
design, good housekeeping, safety cloth- 
ing and appliances, training and a rigid 
work permit system were stressed as im- 





portant bases for reducing steam gener. 
ating plant accidents to a minimum. 

Noting that three-fourths of all elec. 
tric shock cases occur in the summertime, 
A. L. Dowden outlined a program of the 
Liberty Mutual Insurance Company de- 
signed to combat summertime hazards, 
This program calls for intensified safety 
efforts during this period including group 
meetings where films on electric fatalities 
are shown, mailings of posters, pamph- 
lets and other printed materials and a 
visit to each organized line crew on the 
job during the season. 

W. R. Smith reviewed latest develop- 
ments in resuscitation and resuscitation 
devices. 

I. R. Dohr reported that good prog- 
ress is being made on a revised ASA 
specification for rubber gloves. 

A report from P. L. G. Hasskarl in- 
dicated that the text of the proposed 
field manual on the care and use of hot 
line tools is ready for Committee review. 

The thirteenth in the series of Ex- 
change Bulletins, edited by G. J. Ruoff, 
included descriptions of unusual acci- 
dents caused by failure to properly se- 
cure temporary lead, failure to use tongs 
while holding bar, failure of tangent 
steel tower structure, climbing snow- 
laden tree, snapping safety strap to plier 
handle instead of D-ring, standing on 
transformer, carbon tetrachloride, turn- 
ing crossarm up into a live line, failure 
to use barrier for adjacent live parts, en- 
tering post hole to clean out rock and 
several failures to wear rubber gloves 
in the primary area. 

H. F. Webb presented a report on 
practices in the unloading, storage and 
transportation of poles. 


A. H. Doud reported that about 7000 
copies of each of the first three of the 


Committee’s new series of industry safety 
posters have been sold to date. 





Addi- 
tional posters in this series are planned. 

C. E. Bathe, Transmission and Dis 
tribution Committee sponsor for safe de- 
sign, construction and operation, de- 
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scribed recent discussions of safety prob- 
lems by that Committee. 


New Yardstick for Measuring Safety 
Performance 

D. C. Stewart presented a paper en- 
titled ““Do We Need New Yardsticks 
for Measuring Safety Performance?” 
Referring to the widespread use of the 
frequency rate (Accidents per million 
manhours) as the best single measure of 
performance in contests or intercom- 
pany comparisons, he pointed out that 
the severity average (days lost per in- 
jury) is of equal importance, although 
this measure is seldom used. The prod- 
uct of these two measures, frequency 
and severity average, with adjustment 
of the decimal point, is equal to the 
severity rate (days lost per thousand 
manhours worked). 

This makes the severity rate the theo- 
retically correct single measure of both 
the frequency rate of injuries and their 
severity. He pointed out that it has 
not generally been used as such because 
its name, “severity rate,” has implied 
that it is a measure of severity alone, 
and because the heavy time charges for 
fatalities and permanent disabilities 
have made the “severity rate’ an erratic 
measure for year-to-year comparisons 
within companies or for intercompany 
comparisons. 


Modified Severity Rate Proposed 

He proposed a modified “severity 
rate’ in which time charges for tem- 
porary total disabilities are carried at 
their full value, but arbitrary time 
charges for fatalities and permanent 
disabilities are carried at one-twentieth 
of their schedule values. The proposal 
is to receive further study by the Com- 
mittee. 


Tests for Employee Selection 


C. B. Boulet, Chairman of the Indus- 
trial Relations Committee, described the 
Committee’s program for developing a 
series of tests which will provide reliable 
employee selection tools for the utility 
industry. 

Round table discussion, conducted by 
J. G. Dickinson, covered a variety of 
subjects. In connection with the collec- 
tion of gas in conduits and manholes, 
W. F. Brown reported that butane and 
Propane do not settle out ‘after being 
mixed with regular manufactured gas. 
Several members reported difficulties and 
injuries resulting from the use of pow- 
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der-actuated tools. C. J. Smith described 
a new plastic come-along obtained for 
trial. Several members indicated exten- 
sive use of scale models for design, dem- 
onstration of work practices and analyz- 
ing accident causes. A. S. Hancock re- 
ported that a survey of one area showed 
several television antennas installed per- 
ilously close to power lines and suggested 
the need for local education of television 
antenna installers to this problem. Sev- 
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eral members reported that aluminum, 
truck-mounted derricks for pole setting 
have been unsatisfactory for the heavier 
jobs. Discussion indicated that the use 
of aluminum foil for burns needs fur- 
ther evaluation. W. R. Smith showed 
data indicating the range of electric 
shock current which will produce ven- 
tricular fibrillation when introduced 
during the sensitive portion of the heart 
cycle. 





Practical Phases of 


(Continued from page 214) 
problems to the business men. Month 
after month this went on. A speakers 
group took the subject of education to 
business and civic groups. A colored 
movie was proposed showing typical 
school accomplishment. School ques- 
tions were included in local surveys, 
and results turned 
principals. 

The secret of friendship had been 
found. It was the Golden Rule put to 
work again. Do unto others — you 
know the rest. Did teachers appreciate 
this assistance? Indeed they did. Soon 
the teachers were calling the company’s 
telephone number, requesting that an 
employee visit the school to explain 
meter-reading and how to read the 
light bill. 

The teachers asked the company to 
show its motion pictures; to give demon- 
strations; eleven requests came in one 
day—twenty to thirty per month. Ina 
60-day period 150 schools had asked for 
literature that would explain the com- 
pany’s side of public power. Library 
kits were prepared to fill these requests 
and another hundred kits are now being 
prepared. 


over to scores of 


Is It Worth the Time and Cost? 

But my time is nearly up. First, 
however, I should like to answer this 
one question: Is employee effort worth 
the time and the cost? Well, all I can 
say is that our companies aren’t worth 
much to us if we lose them. Henry 
Ford spent one and one-half millions to 
announce a new model car. The federal 
government spends 74 millions annually 
to tell its story. Transferred to a totali- 
tarian state tomorrow, we would prob- 
ably spend many miserable hours each 
month being indoctrinated — which 
seems difficult for some of us now. 

I am of. the opinion that employee 
participation is worth the effort and the 





Employee Morale 


cost many-fold. In the twelve-month 
period, our employees gave a total of 
over 1600 talks, reaching more than 
85,000 people; employees encouraged 
1200 outside organizations to use com- 
pany windows for display purposes; 
another 400 organizations utilized our 
lobbies and floor space; over 20,000 
deliberate acts of kindness were per- 
formed. Community building projects 
were numbered at nearly 4,000; some 
10,000 newcomers were called upon 
personally; nearly five thousand griev- 
ances were cleared up. And you would 
be surprised at the quantity of literature 
that was mailed. 


Employee Support 

Strangely enough, employee support 
is waiting at our very elbows. The 
of employee friendships can be 
to immediate use almost for the 

But to gain employee support 
—job enthusiasm, or whatever you 
choose to call it—we must first be in- 
terested in the problems of our em- 
ployees. We must take them into our 
confidence ; the future with 
them; give them a voice in planning; 
set a goal that is clear-cut and practical; 
and I promise you they will do some- 
thing about it. 


power 
turned 
asking. 


discuss 


The time to enlist employee support 
is now. It seems quite possible to me— 
almost a reality, that if our employees 
are presented with facts, and if they 
have the right attitude, uninformed in- 
fluence in our organizations will give 
way to excellent morale. What’s more. 
it is just possible that if each employee 
somehow can be made responsible for 
the friendship of—say 30 families over 
the next few vears—our public relations 
would be greatly strengthened. 

It would indeed be wonderful if our 
employees, under our leadership, could 
save the heritage that has made this 
meeting possible. 
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L. M. KLausBer has moved up from 
president to chairman of the board of 
San Diego Gas & Electric Co., and A. E. 
Ho.tioway, formerly vice president in 





Mr. KLAUBER 


charge of sales, has been elected presi- 
dent. Mr. Klauber is also one of the 
directors recently elected to the Board 
of Directors of the EEI. 

The change in top management of the 
utility company came in an organizational 
meeting following the recent annual 
stockholders’ meeting. Hance H. CLe- 





Mr. HoL_toway 


LAND, who is retiring as chairman of the 
board, will continue as a director. 

The position of vice president in 
charge of sales, which Mr. Holloway 
filled, has been taken by H. G. Diturn. 


The new chairman and president of 
San Diego Gas & Electric both started 
their careers with the company direct 
from college and special training courses 
in electrical engineering. Mr. Klauber 
started as a salesman in 1911 and pro- 
gressed to engineer of records, superin- 
tendent of the electrical department, as- 
sistant general superintendent, general 
superintendent, vice president and gen- 
eral superintendent, vice president in 
charge of operations, vice president and 
general manager and, since 1946, pres- 
ident. 

After a year of apprenticeship work 
with Westinghouse, Mr. Holloway went 
West and joined the San Diego utility’s 
sales force in 1910. He was made a di- 
rector of the company in 1911, commer- 
cial superintendent in 1921, and vice 
president in charge of sales in 1932. 

Mr. Dillin goes to the vice president’s 
position from commercial manager, a 
position to which he had been appointed 
late last year. Mr. Dillin started with 
the company in 1924 as a draftsman and 
transferred to appliance sales two years 
later. In 1932 he was appointed engineer 
in charge of rates, rules and regulations. 


MarSHALL S. LUTHRINGER, produc- 
tion engineer in charge of all power 
stations for the Central Illinois Public 
Service Co., Springfield, Ill., has been 
elected president of the company to 
succeed the late L. A. Macraw. Eb- 
WARD F. KEL Ly, formerly operating vice 
president, has been elected to the new 
office of chairman of the board. 

During his more than 23 years’ asso- 
ciation with the Central Illinois utility, 
Mr. Luthringer has served in capacities 
ranging from power station laborer to 
division manager and production engi- 
neer in charge of power stations. After 
occupying several engineering positions 
in various locations on the company’s 
system, he became assistant to the vice 
1932 and later that same 
vear was appointed manager of the new 
business department. In 1934, Mr. Luth- 


president in 


J manager 
the 
named 


ringer was named Division 
with headquarters in Beardstown, 


held 


company production engineer in charge 


position he until he was 
of power stations in 1946. 

Mr Kelly became identified with Cen- 
tral Illinois Public 1913, 
when he entered the commercial depart- 
ment. After service in World War I, he 


Service in 
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returned to the company as a division 
manager in 1919. In 1928 he became as. 
sistant to the vice president, and four 
years later was elected vice president. 
A graduate of the Massachusetts In- 
stitute of Technology, Mr. Kelly had 
been identified with the New York Edi- 


Mr. KELLY 

son Co., Consolidated predecessor, earlier 
in his career in the capacity of industrial 
power salesman. 


Ortro SNypER has been elected chair- 
man of the board of directors of New 
York Power and Light Corp. and Wes- 
LEY J. GrILson was elected to succeed 


\MIr. LUTHRINGER 


Mr. Snyder as president of the company. 

Mr. Snyder had been president and 
a director of New York Power and 
Light Corp since December, 1929 and 
had been associated with the predecessor 
companies of the Niagara Hudson Power 
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System for 32 years. Mr. Gilson had 
been a vice president of New York Power 
and Light Corp. since 1933, and has 
heen with the company for 29 years. 
Mr. Snyder graduated from Cornell 
University in 1906 and joined the utility 
management division of Stone & Webster 





\Ir. SNYDER 


Corp. After serving with various utili- 
ties, in 1917 he was transferred to the 
commercial department of Adirondack 
Electric Power Corp. Following the 
merger of this company with New York 
Power and Light Corp., Mr. Snyder 
was elected vice president and advanced 
to president when New York Power and 





\MIr. GILson 


Light became a member company of the 
Niagara Hudson Power System in 1929. 

Mr. Gilson was born in Idaho Springs, 
Colorado and was graduated in elec- 
trical engineering from Worcester Tech- 
nical Institute. He served in the engi- 
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neering department of Stone & Webster 
Corp. from 1913 to 1920. He was ap- 
pointed resident manager of Adirondack 
Power & Light at Oneida in 1920. In 
1927 he went to Albany as general super- 
intendent of the New York Power and 
Light Corp. He was elected a vice presi- 
dent and general superintendent in 1933, 
and a director in 1944, 


Joun C. Parker has retired from his 
post as a vice president of Consolidated 
Edison Co. of New York, Inc. 

He joined the former Brooklyn Edi- 
son Company, a subsidiary of Consoli- 
dated Edison, in 1922 as electrical engi- 
neer and later became vice president in 
charge of all Brooklyn Edison engineer- 
ing. Under Mr. Parker’s direction, the 
Hudson Avenue generating _ station, 
largest steam-electric station in the world, 
was designed and built and the electric 
distribution system in Brooklyn was al- 
tered and rebuilt. 





Mr. 


PARKER 


From 1932 to 1936, Mr. Parker served 
as president of Brooklyn Edison. When 
that company was merged into Consoli- 
dated Edison in 1936, he became a vice 
president in the parent company and was 
responsible for the departments engaged 
in research and development. Recently, 
he has been consultative 
duties and special assignments. 

Born in Detroit April 15, 1879, he 
received a degree in mechanical engineer- 
ing from the University of Michigan in 
1901. After an apprenticeship with the 
General Electric Company he took a post 
as instructor in the electrical engineering 
department of Union College, Schenec- 


engaged in 
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tady, under the late Charles P. Stein- 
metz. 

For nine years he was mechanical and 
electrical engineer for the Rochester 
Railway and Light Company. Later he 
served for seven years as professor of 
electrical engineering at the University 
of Michigan. 

Active in governmental work during 
World War II, Mr. Parker served as 
consultant to the War Production Board, 
War Manpower Commission and the 
Foreign Economic Administration. The 
Secretary of War appointed him a mem- 
ber of the National Technological Ad- 
visory Commission. He is a former pres- 
ident of the American Institute of Elec- 
trical Engineers. At present he is on the 
U. S. executive committee of the World 
Power Conference and is scheduled to 
address the United Nations Scientific 
Conference at Lake Success in August 
on conservation and utilization of natural 
resources. 

For a number of years Mr. Parker 
has been associated with the Foundation 
for Economic Education and the Na- 
tional Industrial Conference Board. 

Mr. Parker has also served long and 
faithfully with many of the committees 
of the Edison Electric Institute and 
other organizations in the electrical in- 
dustry. 


O. ‘T. Firzwater, tormerly treasurer 
and assistant secretary of the Indianapolis 
Power and Light Co., has been elected 
a vice president of that utility. He will 
now serve as vice president and treasurer. 

Mr. Fitzwater has virtually “grown 
up’ in the Company. Starting when he 
was 11 as a water boy for a line crew 
during school vacations, he took a full- 
time job as a plant timekeeper when he 
was 17 and advanced in accounting work, 
with night studies, until he became as- 
sistant treasurer and assistant secretary 
in 1940. In 1945 he was elected trea- 
surer. 

PuHivip LorcHio, Jr., who has been 
assistant to the operating vice president 
of the American Gas & Electric Service 
Corp., New York, for the past year, 
has been appointed assistant to the vice 
president and general manager of the 
Ohio Power Co. Mr. Torchio was for- 
merly associated with Consolidated Edi- 
son Co of New York, Inc., serving with 
them in various capacities in the gen- 
erating, distribution, sales, purchasing, 
and 
period of 16 years. 


engineering departments over a 
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Fons J. HuGHEs has been appointed 
by Pacific Power & Light Co. to head 
its system-wide safety program. Mr. 
Hughes was formerly assistant super- 
visor of industrial safety with the Wash- 
ington state department of labor and in- 
dustries. 


A. B. Martin has been named chief 
engineer of the Montana Power Co., 
Butte, succeeding H. H. Cocurane, 
recently retired after fifty years’ service. 
A. C. Pratt, formerly assistant chief 
engineer, retired at the same time as Mr. 
Cochrane. Both have been retained by 
the company as full-time consultants. 

The retirement of Vice President and 
General Superintendent M. E. Buck 
has also been announced. He will be suc- 
ceeded by CarRL JORDAN, now assistant 
general superintendent. 

L. S. STADLER, engineer, in the gas 
department, has assumed Mr. Martin’s 
former duties as superintendent of that 
department. E. A. HAMILTON is now 
superintendent of generation; C. H. 
KirK, superintendent of transmission 
and distribution; and H. K. Dickinson, 
electrical engineer. 


J. R. Lester, manager of the indus- 
trial development division of the Ala- 
bama Power Co., Birmingham, since 
1943, has been made manager of the 
company’s rural and towns division. Mr. 
Lester assumed the duties formerly per- 
formed by E. C. Easter, recently made 
sales manager. H. NEELY Henry, who 
has been assistant manager of the indus- 
trial development division, becomes its 
manager. Widely known in Alabama and 
elsewhere for their efforts in the indus- 
trial development field, both Mr. Lester 
and Mr. Henry are long-time employees 
of Alabama Power. Starting in 1919, 
Mr. Lester has served as district manager 
at Talladega, division sales supervisor, 
and merchandise sales director. Mr. 
Henry has been associated with the com- 
pany’s industrial development work since 
1937, and became assistant manager of 
the department in 1948. 


A. §S. Corson has been appointed 
comptroller of the Philadelphia Electric 
Co. His entire business career has been 
with The United Gas Improvement 


Company and affiliated companies. He 
was a vice president of that company at 
the time of his recent appointment. 

He is active in many important ac- 
counting erganizations, and is also iden- 
tified with Controllers Institute, 


the 





Edison Electric Institute, the American 
Gas Association, the Pennsylvania Gas 
Association, and the Pennsylvania Elec- 
tric Association. 


WILLIAM C, LounsBurRY, director of 
personnel and safety of the Minnesota 
Power & Light Co., Duluth, has re- 
tired. A veteran of 43 years in the elec- 
tric-utility business, Mr. Lounsbury first 
began working for the Superior Water, 
Light & Power Co. now an MP&L sub- 
sidiary, in 1906. Since then he has 
divided his time between that company 
and MP&L, holding important positions 
with both. 


Louis J. REHBERG, superintendent 
of Detroit Edison Co.’s Marysville 
plant, has retired after 40 years of ser- 
vice with the company. He will be suc- 
ceeded by GeorGE F. CamMpaAu, for- 
merly assistant superintendent. 

Mr. Rehberg was first employed by 
the Eastern Michigan Edison Co., a 
subsidiary of The Detroit Edison Co., 
in 1907, during the building of the Su- 
perior Hydro Electric Plant near Ypsi- 
lanti. He was assistant engineer on the 
rebuilding of the Geddes Hydro Plant 
near Ann Arbor. Since 1929, when 
he came to the Marysville Plant, he 
has been, successively, technical engi- 
neer, assistant superintendent and, in 
1946, he was made superintendent. Mr. 
Rehberg was born in Detroit in 1884 
and is a graduate of the Engineering 
School of the University of Michigan. 

Mr. Campau, the new plant super- 
intendent, started at Marysville in 
June, 1932, as technical engineer, mov- 
ing on successfully to assistant superin- 
tendent in August, 1946. He came to 
the company in 1926, after his gradua- 
tion from the University of Michigan. 


ArTHUR R. NeEtson has been ap- 
pointed general superintendent of elec- 
tric distribution, Public Service Electric 
and Gas Co., succeeding JoHN S. WaRE. 

Mr. Nelson started with Public Ser- 
vice in 1920 as a cadet engineer. In 1924, 
he was made assistant division superin- 
tendent of the Camden District and six 
years later, assistant division superin- 
tendent, Southern Division, electric dis- 
tribution department. He was appointed 
assistant transmission construction engi- 
neer in 1931, assistant division superin- 
tendent of Essex Division in 1934 and 
superintendent of that division six years 
later. In 1942, Mr. Nelson was promoted 














to assistant general superintendent of 
electric distribution. 


Kansas City Power & Light Company 
has announced creation of a new engi- 
neering department that will be capable 
of handling the largest quantity of en- 
gineering work in the history of the 
Company. 

C. Myron Lyt te, as manager of en- 
gineering, will head the new department 
which will handle all engineering deal- 
ing with design, standards and construc. 
tion. Mr. Lytle was formerly the Com- 
pany’s chief engineer of transmission and 
distribution. In his new position he will 
report directly to Harry B. Munsell, 
Kansas City Power & Light president. 

J. Crark Davis, has been named to 
move from assistant to Mr. Lytle, to the 
position of ranking assistant manager of 
engineering, in charge of electrical trans- 
mission and distribution. Frep G, 
FRESHMAN, former head of the com- 
pany drafting division, is also designated 
assistant manager of engineering, in 
charge of mechanical and structural en- 
gineering, and will continue to supervise 
activities of the firm’s drafting. 

Two additional assistant managers of 
engineering are yet to be named, accord- 
ing to Mr. Munsell. One will handle 
production engineering and the other 
will be in charge of the Company’s en- 
gineering activities in outlying districts 
and the Power & Light property at 
Mason City, Iowa. 


Reorganization of the engineering 
and operations department of the Flor- 
ida Power & Light Co., Miami, has re- 
cently been completed. 

Three new offices have been added 
to the staff of J. H. White, vice presi- 
dent in charge of operations. They and 
their occupants include: ‘Transmission 
engineer, NEIL METZ; distribution en- 
gineer, OLLIE T. AYERS; and system 
engineer, R. A. GoopBuRN. 

The offices of division distribution 
superintendent have been discontinued 
and the office of division superintendent 
added. The following are the division 
superintendents: J. P. HANLEY, east- 
ern; R. S. Davis, western; H. G. Wi- 
LIAMS, northern; Max V. Bose, south- 
ern; and J. T. Moore, commercial 
manager and superintendent for the 
northwestern division. 

Division engineers include: L. P. 
BROWNING, eastern; W. A. HAINES, 
western; J. G. SPENCER, JR., northern 
(Daytona Beach); J. L. Muwnror, 
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northern (northwest area); and D. F. 
McCoNNELL, southern. 


CHARLES F. Monson, assistant to 
the vice president of the Puget Sound 
Power & Light Co. at Seattle, Wash., 
since 1943, has been promoted to the 
position of assistant superintendent. He 
reports to Charles Terrell, vice presi- 
dent in charge of operations. Mr. Mon- 
son joined Puget Sound Power as a 
student engineer in 1939, becoming an 
executive office clerk in 1941 and junior 
engineer in 1942, 


CarRTER B. WITHERS has been ap- 
pointed superintendent of the new $12,- 
000,000 Willow Island power generat- 
ing station of Monongahela Power Co. 
near St. Mary’s, W. Va. The station is 
nearing completion. 


Wicsert D. Gorman, illuminating 
engineer, Hartford Electric Light Co., 
Hartford, Conn., has retired after 40 
years of service. Mr. Gorman plans to 
establish a consulting illuminating engi- 
neering office in Hartford. He was 
guest of honor at a dinner of the Con- 
necticut section of the Illuminating En- 
gineering Society on Feb. 24, attended 
by about 100 lighting engineers from 
eastern utility and manufacturing com- 
panies. Mr. Gorman has been 
gional vice president of IES. 


a2 


RaLtpH E. Gate has been appointed 
ty President T. E. Roach of the Idaho 
Power Co. as his assistant. Mr. Gale 
has been sales manager of the utility 
ince 1936. He joined the company 25 
Mr. Gale will continue to 
have supervision of company sales, in- 
dustrial promotion, and the research 
programs, particularly in the field of 
chemurgy. He has been executive sec- 
retary of the Idaho Chemurgic Council 
ince it was created in 1941. 


years ago. 


J. Paut Brown has been appointed 
acting manager of the residential and 
commercial division, sales department, 
Alabama Power Co. Mr. Brown has 
been merchandise sales director since 
1945. He started with the Alabama 
utility in 1924 as merchandise salesman 
in Tuscaloosa when the company’s mer- 
thandise activity was in its formative 
period. 


Grorce D. HALt has been appointed 
head of the wholesale sales division of 
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the Boston Edison Co. and Epwarp 
W. Covsert, head of the company’s 
trade relations division, new business de- 
partment. 


GerorcEe F. DeEQuiNnE has been ap- 
pointed general superintendent of trans- 
mission and distribution for the Indiana 
& Michigan Electric Co., with general 
offices in Ft. Wayne. Mr. Dequine has 
been with the company 25 years, all spent 
with the South Bend division. Prior to 
his association with I&M, he held posi- 
tions with the Madison Gas & Electric 
Co., Wisconsin Power & Light Co. and 
Beloit Water, Gas & Electric Co. 


J. S. NEwsOLD, test superintendent 
of the Cape Fear steam electric generat- 
ing plant of the Carolina Power & Light 
Co. since 1946, has been appointed su- 
perintendent of the company’s steam 
electric generating plant now under con- 
struction near Lumberton, N. C. 


RoBert W. CRANSTON has been ap- 
pointed general superintendent of sub- 
stations for West Penn Power Co., 
Pittsburgh. Since 1938 he has been su- 
perintendent of all the substations in the 
main areas served by the company. 

Mr. Cranston joined West Penn in 
1914 at Washington, Pa. The follow- 


ing year he was transferred to engineer- 
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ing work and substation design in West 
Penn’s Pittsburgh office. In 1917, he 
was named assistant superintendent of 
substations for the company’s territories 
B and C and in 1923 superintendent for 
these territories. 


James T. Lawson, electrical operat- 
ing engineer in the electric generation 
department, Public Service Electric and 
Gas Co. since 1931, has retired after 
more than 51 years’ service with Public 
Service and predecessor companies. 

Employed as a student engineer by the 
Hudson Electric Light Co., Feb. 1, 
1898, Mr.. Lawson worked successively, 
for the North Hudson Light, Heat, and 
Power Co.; United Electric Co. of New 
Jersey; Jersey City, Hoboken and Pat- 
erson Street Railway Co. and North 
Hudson County Street Railway Co., 
predecessor companies of Public Service, 
in various electrical supervisory capa- 
cities. 

In 1903 he came with Public Service 
and, in 1906, was assigned to Marion 
Generating Station, Jersey City, as 
chief electrician. In 1912 he was trans- 
ferred to the General Office, Newark, 
as system operator in which capacity he 
served until 1918 when he became as- 
sistant to the general superintendent of 
generation. 





You Can Lose Only Once 


(Continued from page 179) 


tric power must be responsive to the will 
of the people it serves. If it is in the 
public interest to control private power 
through local regulation, then it is 
equally in the public interest to take con- 
trol of federal power out of the hands 
of the bureaucrats in Washington and 
place it in the hands of the people it 
serves. 

It will be very difficult to appraise 
and master the complex problems of engi- 
neering, finance, administration, and of 
commercial, governmental and public re- 
lations that are involved in such an un- 
dertaking. Yet I know that there are 
in this industry enough men with the 
boldness and the resourcefulness neces- 
sary to work out a program that would 
be economically sound, feasible, and so 
clearly in the public interest as to find 
acceptance with the people. The power 


industry must call upon those men to 


organize now and devise a practical pro- 
gram to that end. 

It seems to me that we would get help 
from powerful sources for any such plan. 
Certainly the regulatory commissions 
should lend aid. The municipal utili- 
ties, power cooperatives and other non- 
federal power groups have as much to 
lose as we do, if the trend toward na- 
tionalization continues. Today, public 
power is in a fair way to become the 
preserve of the Department of the In- 
terior. 

Those in Washington who talk about 
Interior becoming the public power hold- 
ing company are not talking in jest. And 
remember, when the British and the 
French governments nationalized their 
power industries, they swallowed up 
every municipal operation along with 
the private. That is the pattern for our 
planners. 

Above all else, before the drive toward 
nationalization of power can be halted, a 
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united industry must offer the public a 
fair, concrete and workable proposal as 
the alternative to the promises of the fed- 
eral planners. We cannot fight some- 
thing with nothing. We must develop 
a positive program that we can be for; 
and not continue always to be against 
the programs of others. 1 cannot help 
but feel that a bold and aggressive in- 
dustry with unity and courageous leader- 
ship could have forestalled some, at least, 
of the earlier federal projects, such as 
TVA and REA. 

The economic growth of large areas 
is jeopardized right now by the absence 
of a clearly defined federal power policy. 
Until there is such a policy, the question 
remains as to how far the government 
should go in power supply. The real 
issue-is not how far, but whether the 
federal government ever should be in 
the power business at all. 

I believe that we can win public sup- 
port for a positive program. [ believe 
that such a program is in the public in- 
terest. I believe that we cannot stand 
still and survive as a free industry. I be- 
lieve that “freedom is not a heritage, but 
a conquest for each generation to win or 


lose.” 


Public Relations and Our 
Fifth Freedom 


(Continued from page 211) 


less work,” “something for nothing” 
policy—security through some sort of 
federal pyramid club—all a mess of col- 
lectivist pottage at the expense of indi- 
vidual freedom and national security. 

What those good folks in our plants 
and factories need is the truth in terms 
they can understand. What they both 
need, and want, desperately is leader- 
ship from the man they work for— 
leadership to the truth that freedom is 
the fearful price they will pay for the 
Utopia of the collectivists. 

These workers must be shown and 
they can be shown, what makes this 
economic system of theirs tick, what is 
slowing down and what threatens to 
stop it completely. They can be shown 
—and they must be—in terms of the 
policies, practices and experiences of the 
individual company for which they 
work. 


Those workers of ours will under- 
stand the fundamentals of their Ameri- 
can enterprise system if they are shown 
day-to-day demonstrations of the under- 
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CONVENTIONS AND MEETINGS 


JULY 
12-14 American Society of Civil Engineers, Mexico City, Mexico. 


AUGUST 


23-26 American Institute of Electrical Engineers, Pacific General Meeting, Fairmont 
Hotel, San Francisco, Calif. 
SEPTEMBER 
11-14 Rocky Mountain Electrical League, Fall Convention, Stanley Hotel, Estes Park 


Colo. 
16-17 The Maryland Utilities Association, Fall Conference, Cavalier Hotel, Vir- 
ginia Beach, Va. : 
16-17 Public Utilities Association of the Virginias, Greenbrier Hotel, White Sulphur 
Springs, W. Va. 
28-30 Indiana Electric Association, Annual Convention, French Lick Spri 
French Lick Springs, Ind. a a oe 


OCTOBER 


5 Electrical Equipment Committee, EEI, Schenectady, N. Y. 
-21 American Institute of Electrical Engineers, Midwest General Meeting. N 
lect: f s, I ‘ ) , Nether- 
land Plaza Hotel, Cincinnati, Ohio. waniie, 
25-27 Pacific Coast Electrical Association, Inc., Fall Conference, Hotel Californian 
Fresno, Calif. j 
31-Noy. 1 Transmission and Distribution Committee, Lord Baltimore Hotel, Baltimore 











Md. 
lying principles right in the plant in In accepting the Award, C. E 
which they work. ’ Michel, vice president of Union Ele. 
They can be mustered to resist phi- tric, declared on behalf of President 


losophies, policies and proposals which J. W. McAfee, who was unable to a. 
would undermine the enterprise system tend the ceremony, that “all of us are 
and destroy their freedom if they can proud to be the recipients of the Coffin 
visualize the effect of such proposals on Award for 1948. We are particularly 
their own company and their own job. — glad,” he went on to say, “that the seler: 

There’s a job for every last one of tion this year was made for community 


us managers of business. relations. The objective of all of us in 
That’s the kind of public relations the electric utility industry is effective 
I’m talking about. and conscientious service to our commv- 


That’s not only good public relations. nities. Good community relations re 
It’s sound—and Oh! so vitally needed sult from public awareness of our de. 
—leadership. sire to render fine service at fair prices 

If you and I and every other man- Next to the actual rendering of tha 
ager of enterprise, or any substantial service, we regard informing the pub- 
number of us, will give that kind of lic about it as the most important func 


leadership— tion of our company. ‘Therefore, this 
We'll keep enterprise free—and award is a double pleasure to us.” 
We'll keep America free! Most highly prized of the electric in- 


dustry’s recognitions of merit, the 
Charles A. Coffin Award was estab- 
lished twenty-seven years ago by the 


Wins Charles A. Coffin Award Charles A. Coffin Foundation, as a trib- 


Union Electric Co. of Missouri 


(Continued from page 172) ute to the memory of the late Charles 
A. Coffin, founder of the General Elec: 
cent unfavorable, an improvement of 7 tric Company, and to honor each yea 
per cent; and + per cent doubtful, an the “distinguished contribution” of at 
improvement of 7 per cent.” electric company. 
Presentation of the Award to Union Consisting of a gold medal for the 
Electric was made at the closing meet- winning company, and $1,000 for the 
ing of the Convention, Thursday eve- employees’ benefit fund, the Coffin 
ning, June 2, in ceremonies conducted Award has acquired national prominence 
by President Acker. The donor of the in the public mind as well as in the it- 
Award, the Charles A. Coffin Founda- dustry for its significance as an acclam* 
tion, was represented by Philip Reed, tion for conscientious service and pro0- 
Chairman of General Electric Company. gressive development. 
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